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Financial and 
Operating Highlights 


HESS CORPORATION 


Amounts in millions, except per share data 


Financial — for the year 2013 2012 
Sales and other operating revenues ® $ 22,284 $ 23,381 
Net income attributable to Hess Corporation $ 5,052 $ 2,025 
Net income per share diluted $ 14.82 $ 5.95 
Common stock dividends per share $ -70 $ .40 
Net cash provided by operating activities $ 4,870 $ 5,660 
Capital and exploratory expenditures $ 6,315 $ 8,265 
Weighted average diluted shares outstanding 340.9 340.3 
Financial — at year end 2013 2012 
Total assets $ 42,754 $ 43,444 
Total debt $ 5,798 $ 8111 
Total equity $ 24,784 $ 21,203 
Debt to capitalization ratio © 19.0% 27.7% 
Common stock price $ 83.00 $ 52,96 
Operating — for the year 2013 2012 
Production — net 

Crude oil and natural gas liquids (thousands of barrels per day) 

United States 123 124 
International 119 179 

Total 242 303 
Natural gas (thousands of mcf per day) 

United States 124 119 

International 441 497 
Total 565 616 

Barrels of oil equivalent (thousands of barrels per day) 336 406 


(a) 2012 excludes sales and operating revenues related to discontinued operations. 
(b) Total debt as a percentage of the sum of total debt and total equity. 


Letter to 
Shareholders 


2013 was a remarkable year for our Company. In March 

we accelerated our plan to transform Hess into a pure 

play E&P company by fully exiting downstream operations, 
strengthening financial flexibility, and increasing cash returns 
to our shareholders. 


By any measure our progress has been outstanding. We 
generated $7.8 billion in total proceeds from completed 
and announced asset sales, paid down $2.4 billion of 
short-term debt, funded our $1 billion cash flow deficit and 
added approximately $1 billion of cash to the balance sheet 
as a cushion against future commodity price volatility. We 
also commenced a $4 billion share repurchase program 

— purchasing $1.5 billion of our common shares through 
December 31 — and raised our annual dividend by 150 
percent to $1 per share. 


Adjusted net income, excluding items affecting comparability, 
was $1.9 billion and cash flow from operations, before 
changes in working capital, was $5.6 billion on a crude oil 
and natural gas production base of 336,000 barrels of oil 
equivalent per day, or 270,000 barrels of oil equivalent per 
day pro forma for our announced asset sales and excluding 
Libya, which has been largely shut-in since the third quarter 
of 2013 due to civil unrest. 


We replaced 148 percent of production at a finding, 
development, and acquisition cost of approximately $36 per 
barrel of oil equivalent in 2013 on a pro forma basis. At year 
end our pro forma proved reserves stood at 1.362 billion 
barrels of oil equivalent and our reserve life was 12.8 years. 


Continuing Momentum in 2014 

We have entered this year with strong momentum and a 
balanced portfolio capable of delivering superior, sustainable 
returns to our shareholders. Looking at 2014 and beyond, we 
are fully confident that our initiatives have positioned 

Hess to: 


e Deliver 5 to 8 percent compound average annual 
production growth through 2017 from 2012 pro forma, 


¢ Be free cash flow positive starting in 2015 based on 
$100 Brent. 


Our high visibility production growth, estimated in 2014 

to average between 305,000 and 315,000 barrels of oil 
equivalent per day, excluding Libya, is underpinned in the near 
term by assets with relatively low execution risk, the highest 
leverage to oil prices in our peer group, and industry leading 
cash margins. 


Near-term production and cash flow growth will be driven by: 


The Bakken Shale in North Dakota, where Hess is one of 
the two largest oil and gas producers with some of the 
best acreage in arguably the best shale oil play in the world 
and where we recently raised our long-term production 
guidance; 


Tubular Bells in the deepwater Gulf of Mexico, where 
production will commence in the third quarter of this year 
and recent drilling results indicate potential upside in both 
production and reserves; and 


Valhall in Norway, a long life material resource that 
generates free cash flow with further potential in terms of 
resource and production growth. 


In the outer years, we will benefit from: 


The North Malay Basin project in Malaysia, which along with 
the neighboring JDA asset are long life, low risk, natural gas 
assets with oil linked pricing and exploratory upside that will 
be significant cash generators for the next two decades; and 


The Utica Shale play in Ohio, where we recently sold the 
majority of our dry gas acreage and have concentrated our 
focus on the wet gas window where we anticipate returns 
comparable to those in the Bakken. 


With respect to our remaining divestitures, late last year 
we received a favorable private letter ruling from the IRS 
permitting Hess Corporation to spin Hess Retail tax-free to 


its shareholders. On January 8th, Hess filed a Form 10 with 
the SEC in anticipation of completing the spin in mid-2014. 

A parallel third-party sales process has also been initiated and 
is currently ongoing to determine which alternative maximizes 
value for shareholders. 


In addition, the sale of our Thailand assets is well advanced 
and we expect to be able to make an announcement early 
this year. The divestment of our interest in our energy trading 
joint venture, HETCO, is also ongoing, and we anticipate the 
conclusion of this process later in 2014. 


We are also working aggressively to structure our Bakken 
midstream assets in a way that would allow monetization 
without the loss of operating control, most likely through a 
Master Limited Partnership. We expect this event to occur 
no later than 2015 and provide additional cash returns to 
shareholders. 


As evidenced by the recent sale of our dry gas acreage in the 
Utica, we are committed to creating additional shareholder 
value through ongoing portfolio optimization and allocating 
capital to the highest returns. 


Safety and Social Responsibility 

Overall workforce safety performance improved in 2013 
despite a significant increase in the contractor base in 
North Dakota. Improved contractor selection, increased 
safety training and Stop Work Authority, contributed to the 
positive results. 


We remain committed to engaging with our stakeholders 
and making a positive impact on the communities where 
we operate. In 2013 the Company continued its proactive 
involvement with a number of global initiatives designed to 
advance transparency, environmental protection, human 
rights and good governance. We also continued our long 
term efforts to advance education in our host communities. 
In North Dakota, our Succeed 2020 initiative is in its second 


year and has trained more than 2,300 teachers and 150 
counselors to help better prepare students for the workforce. 
In Ghana, the Hess Scholars program offers scholarships for 
100 students attending secondary school, technical training 
programs and nursing school. 


Our Commitment to Shareholders 

To summarize, we are doing what we set out to do — and 
more — as we have essentially completed our transformation 
of Hess into a pure play E&P company. This coming year will 
be one in which the Company — and its shareholders — will 
benefit from continued execution around our focused and 
balanced portfolio of lower-risk, higher-growth assets. 


We are immensely proud of each and every one of 

our employees for their combined contributions to our 
tremendous progress. We also want to thank our Directors, 
who were deeply engaged in our transformation process, for 
their counsel and their unanimous support of our strategy. 


2013 was an outstanding year for our Company and our 
shareholders. We look forward to carrying this momentum 
into 2014 and beyond to drive growth, enhance returns and 
create long-term value for our shareholders. 


Pind 2 Vee —— = Beas 


Mark R. Williams 
Chairman of the Board 


John B. Hess 
Chief Executive Officer 
March 5, 2014 
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Exploration 
And Production 


Production 

In 2018, net production averaged 336,000 barrels of 
oil equivalent per day, compared to 406,000 barrels 
of oil equivalent in 2012. Asset sales associated with 
the Company’s strategic portfolio reshaping reduced 
production by 60,000 barrels of oil equivalent per 
day and civil unrest in Libya resulted in production 
being reduced by a further 6,000 barrels of oil 
equivalent per day compared to 2012. 


Net production from the Bakken rose 20 percent to 
67,000 barrels of oil equivalent per day in 2013 from 
56,000 barrels of oil equivalent per day the previous 
year. During 2013, the Company operated 14 rigs 
and brought online 168 new wells while continuing 
to invest in infrastructure projects, including the 
Tioga Gas Plant expansion, which is expected to be 
operational by the end of the first quarter of 2014. 
The expanded Tioga Gas Plant will allow processing 
of up to 250 million cubic feet of natural gas per day, 
resulting in a significant reduction in flaring and an 
increase in the production of natural gas liquids. 


In the Utica Shale play in eastern Ohio, the Company 
drilled 29 wells, completed 24 wells and tested 17 
wells with encouraging results. In January 2014, the 
Company announced the sale of 74,000 net acres 

in the dry gas area of the play and its intention to 
focus its activities in the wet gas area where financial 
returns are expected to be superior. In 2014, Hess 
and its partner CONSOL plan to drill approximately 
35 wells as we continue appraisal activities. 


In the deepwater Gulf of Mexico, net production 
averaged 59,000 barrels of oil equivalent per day in 
2013, compared to 65,000 barrels of oil equivalent 
per day in 2012. Production was lower as a result 
of extended maintenance at a third party operated 
production facility and export pipeline. Drilling and 


completion of the Llano-4 production well was 
completed and first oil achieved in November 2018 
at an initial net rate of approximately 5,000 barrels of 
oil equivalent per day. 


In West Africa, production from Block G in Equatorial 
Guinea (85% working interest, operator) averaged 
44,000 barrels of oil equivalent per day in 2013, 
compared to 48,000 barrels of oil equivalent per day 
in 2012, primarily reflecting natural field declines. 
Three wells were drilled at the Ceiba Field and 

a multi-year drilling program commenced at the 
Okume Complex. 


Developments 

In the deepwater Gulf of Mexico, development 
drilling and hull and topsides fabrication progressed 
at the Tubular Bells Field (67% working interest, 
operator). First production is on-schedule for the 
third quarter of 2014 at a net rate of approximately 
25,000 barrels of oil equivalent per day. Also in the 
deepwater Gulf of Mexico, front-end engineering and 
design for the development of the Stampede Field 
(20% working interest, operator) is progressing. A 
sanction decision is expected to be made in 2014. 


In the Norwegian North Sea, redevelopment of the 
Valhall Field (64% working interest) was completed 
in January 20138. After a planned maintenance 
shut-down in June, production ramped-up in the 
fourth quarter to approximately 37,000 barrels of oil 
equivalent per day as new producing wells came 
online. Production from Valhall averaged 23,000 
barrels of oil equivalent per day in 2013, compared 
to 13,000 barrels of oil equivalent per day in 2012. In 
the Danish North Sea, hook-up and commissioning 
of the North and East wellhead platforms was 
completed as part of the Phase 3 development 

of the South Arne Field (62% working interest, 


Utica Shale Drilling Operations, Ohio 


operator). First oil was achieved in November 
2013 and development drilling will continue 
throughout 2014. 


In Asia, the Malaysia/Thailand Joint Development 
Area (50% working interest) achieved first 


production at wellhead platforms 8 and 9. The 
operator, Carigali Hess, continued progress on 
wellhead platforms 10, 11 and 12, as well as the 
Booster Compression project. 


In Malaysia, where Hess was selected by the 
national oil company, PETRONAS, to develop 

the North Malay Basin project (60% working 
interest, operator), the Early Production System 
achieved first production in October 2013. Progress 
continues on the second phase of development, 
and is on target for first gas in late 2016. Work has 
commenced on the evacuation route consisting 

of a natural gas export pipeline and an onshore 
gas plant. 


Exploration 

In early 2013, the Company completed its successful 
exploration program in the deepwater Tano/Cape 
Three Points Block, offshore Ghana, delivering 
seven consecutive discoveries. Hess plans to 
commence appraisal activities in the second quarter 
of 2014, which will include three wells and one 
production test. In addition, we have begun pre- 
development studies on the Block. Hess holds a 90 
percent working interest and is the operator. Ghana 
National Petroleum Corporation is a 10 percent 
equity interest partner and is carried through to the 
production phase of the license. 


In Kurdistan, Hess commenced exploration drilling on 
its Shakrok license in September 2013. The Shakrok-1 
well is targeting Jurassic and Triassic reservoirs and 

is expected to be completed in the second quarter of 
2014. Preparations for drilling on Hess’ Dinarta license 
were undertaken in 2013 with the acquisition of a 2D 
seismic survey and civil engineering work to construct 
access roads and a rig pad. The Shireen-1 well is 
planned to spud in the second quarter of 2014 and will 
also target Jurassic and Triassic reservoir intervals. 
Hess holds a 64 percent working interest and is the 
operator. 


North Malay Basin Production Facility, Malaysia ; — =< 


Corporate and 
Social Responsibility 


Hess is committed to being a trusted energy partner in 
meeting the world’s growing energy needs. This means 
proactively engaging with stakeholders, ensuring the 
safety and health of our workforce and host communities, 
respecting and protecting the environment and making 

a sustainable economic and social impact where we 
operate. We believe that sustainability practices enhance 
business performance. 


Across the enterprise both Hess employee and 
contractor safety performance improved in 2013, 
exceeding 2012 safety results. Contractor selection and 
overall safety performance showed a positive trend in 

the reduction of injuries, while man-hours continued to 
multiply. We face added safety challenges as a result 

of the growing contractor base in the Bakken oil shale 

in North Dakota, but through the promotion of our 
on-boarding safety orientations, Stop Work Authority, and 


family members. We also promote employee health to 
encourage a balanced and productive lifestyle at work and 
at home. We offer a variety of online, telephonic coaching, 
and worksite based health management resources and 
tools focusing on nutrition and healthy eating, exercise, 
tobacco cessation, disease management and mental 
health. 


Hess monitors, measures and takes steps to reduce our 
carbon footprint at existing and planned operations. The 
end of 2013 marked the completion of our first five year 
climate change strategy (2009-2013). While we did not 
achieve all of our targets, we made significant progress 
towards our goals. Compared to 2008, we decreased 
flaring from our combined operations in Algeria and 
Equatorial Guinea by 53 percent, exceeding our 50 percent 
reduction target. We did not achieve our 20 percent GHG 
emissions intensity reduction target primarily due to our 


contractor management programs, we look to advance 
our contractor safety initiatives for 2014 and capitalize on 
the positive gains achieved in 2013. 


on-going portfolio restructuring activities. The higher carbon 
content of exploration and production operations, combined 
with reduced production and throughput from asset sales 
and facility closures caused us to miss our target. However, 
during the five year period, our absolute GHG emissions 
(equity basis) decreased by over 3 million tonnes as a 

result of improved operating practices and discontinued 
operations. Now that our restructuring is almost complete, 
in 2014 we plan to update our climate change strategy with 
continued emphasis on assessing opportunities to reduce 
our carbon footprint. 


Process Safety (PS) remains a focal point as we 

advance the knowledge and understanding of PS with 
the workforce through training objectives. Efforts are 
underway to train all Hess personnel engaged in Process 
Safety operations across the enterprise to strengthen and 
advance awareness. Health Checks were completed for 
E&P assets and improvement opportunities identified and 
tracked to completion. 

We also aim to be top quartile for the quality of our climate 
change disclosure. For the fifth consecutive year, Hess was 
included in the CDP Global 500 and S&P 500 Leadership 
Indexes for our efforts to be transparent about disclosing 
our carbon footprint. Hess Corporation is also listed in the 
Dow Jones Sustainability Index North America for the fourth 
consecutive year. 


We are committed to protecting the health of employees 
and contractors in the workplace. We continue to 
enhance our fitness-for-work, industrial hygiene and 
medical surveillance programs to ensure that employees 
are capable of safely doing their jobs and protected from 
potential exposure such as high noise levels. We provide 
access to free preventive medical services, international 
travel vaccinations and flu shots to employees and 


Safety Audit, North Dakota 


A more detailed explanation of our environment, social 
and governance programs and progress will be included 
in Our upcoming Corporate Sustainability report. 


In 2013 the Company continued its proactive 
engagement with a number of multi-stakeholder initiatives 
designed to advance transparency, environmental 
protection, human rights and good governance. We 
continued our efforts to operationalize our commitments 
through staff training and active participation in Hess’ 
Value Assurance and Corporate Enterprise Risk 
processes. We furthered our work in stakeholder 
engagement by developing a good neighbor pilot 
program that we intend to replicate across our assets. 


We continue to invest in high-impact education, 

health and livelihood programs in our host communities. 
In North Dakota, Succeed 2020 is in its second year of 
preparing students for higher education and careers. 
The program is working through the state’s Regional 
Education Associations and has provided training to 


more than 2,300 teachers and 150 counselors and 
career advisors. Succeed 2020 is active in nearly 90 
percent of school districts. 


In Ghana, the Hess Scholars program is now in its 
second year and has expanded to serve 100 secondary 
school students per year. The program offers full 
scholarships to students in the districts where the 
Company operates. The students are enrolled in 

high school, technical training programs and nursing 
school. The students are selected based on academic 
achievement, personal statements and interviews, and 
financial need. 
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PARTI 


Items 1 and 2. Business and Properties 


Hess Corporation (the Registrant) is a Delaware corporation, incorporated in 1920. The Registrant with its 
subsidiaries (collectively referred to as the Corporation or Hess) is a global Exploration and Production (E&P) 
company that develops, produces, purchases, transports and sells crude oil and natural gas. Prior to 2013, the 
Corporation also operated a Marketing and Refining (M&R) segment, which it began to divest during the year. The 
M&R businesses manufacture refined petroleum products and purchase, market, store and trade refined products, 
natural gas and electricity, as well as operate retail gasoline stations, most of which have convenience stores. 


In the first quarter of 2013, the Corporation announced several initiatives to continue its transformation into a 
more focused pure play E&P company that is expected to deliver compound average annual production growth of 
5% to 8% through 2017, from its 2012 pro forma production of 289,000 barrels of oil equivalent per day (boepd). 
The transformation plan included fully exiting the Corporation’s M&R businesses, including its terminal, retail, 
energy marketing and energy trading operations, as well as the permanent shutdown of refining operations at its Port 
Reading facility, thus completing its exit from all refining operations. HOVENSA L.L.C. (HOVENSA), a 50/50 
joint venture between the Corporation’s subsidiary, Hess Oil Virgin Islands Corp. (HOVIC), and a subsidiary of 
Petroleos de Venezuela S.A. (PDVSA), had previously shut down its United States (U.S.) Virgin Islands refinery in 
January 2012 and continued operating solely as an oil storage terminal. HOVIC and its partner have also 
commenced a sales process for HOVENSA. The transformation plan also committed to the sale of mature E&P 
assets in Indonesia and Thailand, and the pursuit of monetizing Bakken midstream assets by 2015. 


As part of its transformation during 2012 and 2013, the Corporation sold mature or lower margin assets in 
Azerbaijan, Indonesia, Norway, Russia, the United Kingdom (UK) North Sea, and certain interests onshore in the 
U.S. In the fourth quarter of 2013, the Corporation sold its energy marketing business and its terminal 
network. In 2014, the Corporation plans to divest its remaining downstream businesses, including its retail 
marketing business and energy trading joint venture, plus its E&P assets in Thailand. The Corporation has also 
reached an agreement to sell dry gas acreage in the Utica shale play in the U.S. 


See also the Overview in Management’s Discussion and Analysis of Financial Condition and Results of Operations. 


Exploration and Production 
The Corporation’s total proved developed and undeveloped reserves at December 31 were as follows: 


Crude Oil, 
Condensate & Total Barrels of 
Natural Gas Oil Equivalent 
Liquids (a) Natural Gas (BOE) (b) 
2013 2012 2013 2012 2013 2012 
(Millions of barrels) (Millions of mcf) (Millions of barrels) 

Developed 
United States ............ 278 280 279 232 325 318 
Europe (c) ...........64- 126 181 104 190 143 213 
AGC A868 ciel Roetew eae. 185 188 149 122 210 208 
ASIA. 2s oh nace et Baer ele Bain 17 27 578 676 113 140 

606 676 1,110 1,220 791 879 
Undeveloped 
United States ............ 304 193 185 168 335 222 
Europe (c) .............-. 165 235 134 167 188 263 
Affica .. 0.0... 0. cee ee eee 25 46 11 20 26 49 
PASTE sco chet aro tuded ane tae iec lee 8 21 535 720 97 140 

502 495 865 1,075 646 674 
Total 
United States ............ 582 473 464 400 660 540 
Europe (c) ............-. 291 416 238 357 331 476 
Africa. ............0008- 210 234 160 142 236 257 
ASIa) saca8 6odddeadwr owe 25 48 1,113 1,396 210 280 

1,108 1,171 1,975 2,295 1,437 1,553 


(a) 


(b) 


(c) 


Total natural gas liquids reserves were 136 million barrels (61 million barrels developed and 75 million barrels undeveloped) at 
December 31, 2013 and 136 million barrels (76 million barrels developed and 60 million barrels undeveloped) at December 31, 2012. 
Of the total natural gas liquids reserves, 83% and 78% were in the U.S. and 15% and 17% were in Norway at December 31, 2013 and 
2012, respectively. In addition, natural gas liquids do not sell at prices equivalent to crude oil. See the average selling prices in the table 
beginning on page 8. 

Reflects natural gas reserves converted on the basis of relative energy content of six mcf equals one barrel of oil equivalent (one mcf 
represents one thousand cubic feet). Barrel of oil equivalence does not necessarily result in price equivalence as the equivalent price of 
natural gas on a barrel of oil equivalent basis has been substantially lower than the corresponding price for crude oil over the recent 
past. See the average selling prices in the table beginning on page 8. 


Proved reserves in Norway, which represented 20% and 21% of the Corporation’s total reserves at December 31, 2013 and 2012, 
respectively, were as follows: 


Crude Oil, Condensate & Total Barrels of Oil 
Natural Gas Liquids Natural Gas Equivalent (BOE) (b) 
2013 2012 2013 2012 2013 2012 
(Millions of barrels) (Millions of mcf) (Millions of barrels) 
Deweloped ho sssces & 00 GPs HBAA era wma ik 107 102 87 73 121 114 
Undeveloped. .35,.i13.js5 Grin inbaen 8 wil ae) Wee on das 149 182 111 146 168 207 
DOWD. sistetstecapty spate ds cetyl ae depen nscaoive hulesrbaeas ales 256 284 198 219 289 321 


On a barrel of oil equivalent basis, 45% of the Corporation’s worldwide proved reserves were undeveloped 


at December 31, 2013 compared with 43% at December 31, 2012. Proved reserves held under production sharing 
contracts at December 31, 2013 totaled 7% of crude oil and natural gas liquids reserves and 46% of natural gas 
reserves, compared with 10% of crude oil and natural gas liquids reserves and 52% of natural gas reserves at 
December 31, 2012. Pro forma year-end reserves, which exclude assets in Indonesia and Thailand classified as 
held for sale at December 31, 2013, were 1,362 million boe. See the Supplementary Oil and Gas Data on pages 
87 through 94 in the accompanying financial statements for additional information on the Corporation’s oil and 
gas reserves. 


Worldwide crude oil, natural gas liquids and natural gas production was as follows: 


Crude oil (thousands of barrels per day) 
United States 


| 1 e215 ee ae On SAY cE a ORS SE aE SH Ca 55 47 26 
Other Onshore se 0.2 fn hak es necked Ae Shedd e Aeon OG Ror ee Gara eas 10 13 11 
Total-Onshote? 636 ie2i-0d bab dat ob tbad.d wdbwew debe rbd ee ee ed 65 60 37 
(OPESNOLE 4.2% Scgeg eke save nies, Fae b Ss ees REE G eee Sade abies 43 48 44 
Total United States. . gas cs sce sbesa cee cee ede be be sing b eslensueeeecedeeleleuspane 108 108 81 

Europe 
1 RRS 2 ea ego eS 16 49 45 
United Kinedom:. os.acs4 ai ieabiisie de dind gee hed Mada dreaGina ede dake — 15 14 
INOEWAY (a)escawkereiee nace ok bead pga ated dk madi bone da 8k Bae eee 20 11 20 
DenMAGkK? 028.5.) ea ie ee See he oh es oe OS ee ees 8 9 10 
44 84 89 

Africa 
Equatorial Guinea. .,25 000s dee V eee Cee etn dea aate POE er ee whe s 44 48 54 
LADY a) sec beds bd bicebie Acker a Gadd eras Rathod eae a gid Bech eee ee eee 13 20 4 
PI SCH A o5.g.c) jonlal as guhaeado tea pagina Reseias alienseagblgade Sed dc dhdcta gud AacP see sacastaeceideh a ales 3 5 7 8 
62 ve! 66 

Asia 

ATCA AN 9.02.28 oh rene Sess shea Maeda eelehe elas aes 2 7 6 
INGONES1A) wi aig. cies. dS Seeded Wo adnate NG dee Seen ER oe eS 5 6 3 
OUMER:. 2.8S 55.8 aricsecd ew Ae ees Sear bs Sarda Mee ww eter ee 4 4 4 
11 17 13 
Total orcc coat aac ty aa etd eee a Bas HOG a de OE arya da 225 284 249 


2013 2012 2011 


Natural gas liquids (thousands of barrels per day) 
United States 


Bakken es (4 ced a dosce e008 Ares cide Get Ad wh hee eee Bale wea ewe ee Lhe S 6 5 2 
OMMer ONSWORE? re ae sac dice. c: Bite akg rte biG estes at laksa, lB dea ws GRE TE Gr auhend aids acacatte wh dbs 4 5 5 
TOtal Ons MOTs. deci x. eeeapeiceaioe-ed cigs Geet Buc a Wee ek abla hins eb ghee a ets 10 10 7 
OPE SM OMG: <b Sosa cosh Win iesscac eee dtaclenacdoe she ates at racic oats tact acadtes art atateiahbeeaih done 5 6 6 
‘Total United States ci3.0.4 dad cob ie heehee dea vader debated Gace 15 16 13 
UTOPG'(G)? Sas: ghessuacgoe aie g Guar gebed gud gatas Mead prac dcdg Gualecenduara alee id gue neg aedua lslans 1 2 3 
PASTA tac wcerteter eons due east a ed dace eee Gee exer te esiaadtss Afiane GS dee Hee See ae eed 1 1 1 
Total 2.4 s-3iack asd don 2d eee PA ee a oe ER ea ewe ee ee oe ba eed 17 19 17 
Natural gas (thousands of mef per day) 
United States 
IBS ARIST oa tae scca tbat tes cake se ce decsevdahaor tee tact cendeetty  seasies Boba teeth eae t-tests ms Shansiartet anaes 38 pe | 13 
OME ONSHOTE coy s55.002 argon ac ak daca divne bad tio. teas die mls edness been ee 25 27 26 
Total Onshore: s0.03-0¢04004 6 244 ek whek hob aoa Biase es 63 54 39 
EPS OTS 2 58,4 secetaaais hae ans, teint “adds cp deiactoe ‘aadentioss st taste pack oadsh -s svelaraae-dectaedatablipacs 61 65 61 
Total United States... ¢.4.2%.400 ah tide bbe beieorde bbe weeded edn aes 124 119 100 
Europe 
United Kinedom os: 0i08 ddvend dened ede bead eearesnwad s 1 25 41 
INGEWAY: (A) & sone astedon.oe-aewacesmeus -giarbd eedcarachs Mb e edratar ah einer Gd: Bae aan 15 10 29 
Denmark 65255 tvetes cieryctn.c eSB od Git Boece ashe. Ke Ae uke let BRE 8 7 8 11 
23 43 81 
Asia and Other 
Joint Development Area of Malaysia/Thailand (JDA) .................. 235 252 267 
"Thailand 35 hae ecedcnce exw andes ab 8 ace a Gea Band See aop eee an dao: Ba aS ORS 87 90 84 
TMC OMOS Tal 9 5 2.5 sete stp ees tcc eee ttt aer aloe arte ir teetey ain ctin fu dee aces eee estore area sn See 52 66 56 
Malaystar. icc cinerea Pee ae bee RARE MR SL AON SRE PaaS eS 33 39 35 
OUREE a ced bei seals C84 OE Ve ke NA ASS ee es aS 11 7 — 
418 454 442 
LOUD ocean cckeey.o4 Coda oad Hee Ae ie She eea eee eee he ener aes aS 565 616 623 
Barrels of oil equivalent (per day) (b) ............... 0.0.0 e eee eee eee 336 406 370 


(a) Norway production for 2013 included 20 thousand barrels per day of crude oil, 1 thousand barrels per day of natural gas liquids and 
15 thousand mcf per day of natural gas from the Valhall Field. Norway production for 2012 included 11 thousand barrels per day of 
crude oil, 0.5 thousand barrels per day of natural gas liquids and 8 thousand mcf per day of natural gas from the Valhall Field. Norway 
production for 2011 included 18 thousand barrels per day of crude oil, 1 thousand barrels per day of natural gas liquids and 
15 thousand mcf per day of natural gas from the Valhall Field. 


(b) Reflects natural gas production converted on the basis of relative energy content (six mcf equals one barrel). Barrel of oil equivalence 
does not necessarily result in price equivalence as the equivalent price of natural gas on a barrel of oil equivalent basis has been 
substantially lower than the corresponding price for crude oil over the recent past. In addition, natural gas liquids do not sell at prices 
equivalent to crude oil. See the average selling prices in the table beginning on page 8. 


A description of our significant E&P operations is as follows: 


United States 


At December 31, 2013, 46% of the Corporation’s total proved reserves were located in the U.S. During 
2013, 51% of the Corporation’s crude oil and natural gas liquids production and 22% of its natural gas 
production were from U.S. operations. The Corporation’s production in the U.S. was from offshore properties in 
the Gulf of Mexico and onshore properties principally in the Bakken oil shale play in the Williston Basin of 
North Dakota as well as in the Permian Basin of Texas and the Utica Basin of Ohio. 


Onshore: In North Dakota, the Corporation holds approximately 645,000 net acres in the Bakken at 
December 31, 2013. During 2013, the Corporation operated 14 rigs, drilled 195 wells, completed 181 wells, and 
brought on production 168 wells, bringing the total operated production wells to 722. During 2014, the 
Corporation plans to operate 17 rigs, to bring on production a further 225 wells with full year 2014 production 
from Bakken expected to average between 80,000 boepd and 90,000 boepd. 
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The Corporation owns the Tioga Gas Plant in North Dakota which had a processing capacity of approximately 
110,000 mcf per day of natural gas during 2013. The Corporation is completing an expansion of the plant which 
will increase total processing capacity to approximately 250,000 mcf per day, with capability for ethane recovery, 
full fractionation and sales of natural gas liquids. Residual gas sales and ethane extraction are expected to 
commence in the first quarter of 2014. Other North Dakota infrastructure includes the Tioga rail terminal, nine unit 
trains each with 104 cars, the Ramberg truck terminal, gas compression stations and related gathering lines. 


In the Utica shale play, the Corporation owns a 100% interest in approximately 92,000 acres in the dry gas area. 
In January 2014, the Corporation reached an agreement to sell approximately 74,000 acres of this dry gas position for 
$924 million. The Corporation also owns a 50% undivided interest in CONSOL Energy Inc.’s (CONSOL) acreage in 
the Utica Basin. During the second quarter of 2013, the Corporation reached an agreement with CONSOL relating to 
title verification. This agreement reduced the gross joint venture acreage by approximately 64,000 acres to 
approximately 146,000 acres and also reduced the Corporation’s total carry obligation from $534 million to $335 
million. At December 31, 2013, the Corporation’s remaining carry obligation was approximately $200 million. During 
2013, a total of 29 wells were drilled, 24 wells were completed and 17 wells were tested across both the Corporation’ s 
100% owned and joint venture acreage with CONSOL. In 2014, the Corporation plans to drill three wells on its 100% 
owned acreage and 32 wells with CONSOL on its joint venture acreage. 


In the Permian Basin, the Corporation operates and holds a 34% interest in the Seminole-San Andres Unit. 
In 2013, the Corporation sold its interests in the Eagle Ford shale play in Texas. 


Offshore: The Corporation’s production offshore in the Gulf of Mexico was principally from the Shenzi 
(Hess 28%), Llano (Hess 50%), Conger (Hess 38%), Baldpate (Hess 50%), Hack Wilson (Hess 25%) and Penn 
State (Hess 50%) fields. 


At the outside operated Shenzi Field, development drilling continued during 2013 with the completion of 
two production wells and two water injection wells. Further field development drilling at Shenzi is planned for 
2014. At the outside operated Llano Field, the Llano #4 production well was completed and first oil commenced 
in the fourth quarter of 2013. Llano production during 2013 was impacted by multiple shut-ins for planned and 
unplanned maintenance activities at outside operated processing and export facilities. At the operated Conger 
Field, seismic data was acquired during 2013 for future field development planning. 


At the Hess operated Tubular Bells Field (Hess 57%), the Corporation completed drilling of the second and 
third production wells, and commenced a batch completion program in the fourth quarter of 2013. Facilities 
construction is ongoing with offshore installation expected to commence in the first quarter and first oil 
anticipated in the third quarter of 2014. A fourth production well is planned to be drilled during 2014. 


The Corporation is operator and holds a 20% interest in the Stampede offshore development project, which 
consists of the Corporation’s Pony discovery and the third-party Knotty Head discovery. An application to 
unitize Blocks 468, 512, the western half of 469 and the eastern half of 511 is expected to be filed with the 
Bureau of Safety and Environmental Enforcement in the first quarter of 2014. Field development is progressing 
and the project is targeted for sanction in 2014. 


At December 31, 2013, the Corporation had interests in 207 blocks in the Gulf of Mexico, of which 178 were 
exploration blocks comprising approximately 700,000 net undeveloped acres, with an additional 66,000 net acres 
held for production and development operations. During 2013, the Corporation’s interests in 47 leases, comprising 
approximately 165,000 net undeveloped acres, either expired or were relinquished. In the next three years, an 
additional 114 exploration leases, comprising approximately 430,000 net undeveloped acres, are due to expire. 


Europe 


At December 31, 2013, 23% of the Corporation’s total proved reserves were located in Europe (Norway 
20% and Denmark 3%). During 2013, 18% of the Corporation’s crude oil and natural gas liquids production and 
4% of its natural gas production were from European operations. In 2013, the Corporation completed the sale of 
its Russian subsidiary, Samara-Nafta, and sold its interests in the Beryl fields, completing its exit from producing 
operations in the UK North Sea. 


Norway: The Corporation’s Norwegian production was from its outside operated interests in the Valhall 
(Hess 64%) and Hod fields (Hess 63%). 


The Valhall Field was shut down from July 2012 through January 2013 to install a new production, utilities 
and accommodation platform, that extends the field life by approximately 40 years. Production resumed at 
reduced rates until the Valhall Field was shut down during June 2013 for planned maintenance at a third party 
processing facility. Net production from the Valhall Field for 2013 averaged 23,000 boepd with full year 2014 
production expected to be in the range of 30,000 boepd to 35,000 boepd. In addition, the Corporation has a well 
abandonment program and is decommissioning the old infrastructure that is no longer being used. 


United Kingdom: In January 2013, the Corporation completed the sale of its interests in the Beryl fields 
(Hess 22%) and the Scottish Area Gas Evacuation (SAGE) pipeline in the UK North Sea. The Corporation has 
commenced decommissioning activities in its non-producing fields comprising Atlantic (Hess 25%), Cromarty 
(Hess 90%), Fife, Flora and Angus (Hess 85%), Fergus (Hess 65%), Ivanhoe and Rob Roy (Hess 77%). 


Denmark: Production comes from the Corporation’s operated interest in the South Arne Field (Hess 
62%), offshore Denmark. During 2013, the Corporation completed its phase three development program in which 
two new wellhead platforms were successfully installed in the Field. Development drilling commenced in the 
first half of 2013 and first oil from the development was achieved in the fourth quarter of 2013. Net production 
from the South Arne Field for 2013 averaged 9,000 boepd with full year 2014 production expected to be in the 
range of 10,000 boepd to 15,000 boepd. 


Russia: The Corporation’s activities in Russia were conducted through its interest in Samara-Nafta, a 
subsidiary operating in the Volga-Urals region. In April 2013, the Corporation completed the sale of its 
subsidiary. 

France: The Corporation has interests in more than 300,000 net acres in the Paris Basin. In 2013, the 
Corporation drilled three vertical wells, which were logged and cored. Technical evaluation of the well results is 
expected to be completed in 2014. A law prohibiting the use of hydraulic fracturing was implemented by the 
French government in July 2011 and remains in place. 


Africa 


At December 31, 2013, 16% of the Corporation’s total proved reserves were located in Africa (Equatorial 
Guinea 3.5%, Libya 12% and Algeria 0.5%). During 2013, 26% of the Corporation’s crude oil and natural gas 
liquids production were from its African operations. 


Equatorial Guinea: The Corporation is operator and owns an interest in Block G (Hess 85% paying 
interest) which contains the Ceiba Field and the Okume Complex. The national oil company of Equatorial 
Guinea holds a 5% carried interest in Block G. During 2013, the Corporation completed three additional 
production wells at the Ceiba Field, which concluded the Ceiba Phase II drilling campaign. At the Okume 
Complex, an infill drilling campaign commenced in the fourth quarter of 2013 based on 4D seismic and will 
continue throughout 2014. Net production from Equatorial Guinea averaged 44,000 boepd in 2013 and is 
expected to be in the range of 40,000 boepd to 45,000 boepd in 2014. 


Libya: The Corporation, in conjunction with its Oasis Group partners, has production operations in the 
Waha concessions in Libya (Hess 8%) which contain the Defa, Faregh, Gialo, North Gialo, Belhedan and other 
fields. Due to the continuing civil unrest in Libya, production has been shut-in from the beginning of the third 
quarter of 2013. Net production at the Waha fields averaged 15,000 boepd during 2013 and 21,000 boepd in 
2012. The Corporation also owns a 100% interest in offshore exploration Area 54 in the Mediterranean Sea. As a 
result of the ongoing civil and political unrest, the Corporation expensed the two previously capitalized 
exploration wells on the block in the fourth quarter of 2013. 


Algeria: The Corporation has a 49% interest in a venture with the Algerian national oil company that 
redeveloped three oil fields. In 2013, the Corporation sold its interest in the development project, Bir El Msana 
(Hess 45%). 


Ghana: The Corporation holds a 100% paying interest and is operator of the Deepwater Tano Cape Three 
Points license. The Ghana National Petroleum Corporation holds a 10% carried interest in the block. The 
Corporation has drilled seven successful exploration wells on the block. In June 2013, the Corporation submitted 
appraisal plans for each of the seven discoveries to the Ghanaian government for approval. Four of these 
appraisal plans, including the appraisal plan for the largest discovery, Pecan, were approved by year-end. The 
Corporation plans to commence a three well appraisal drilling campaign in the second half of 2014. Discussions 
continue with the Ghanaian government on the outstanding three appraisal plans. 
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Asia and Other 


At December 31, 2013, 15% of the Corporation’s total proved reserves were located in the Asia region (JDA 
9%, Indonesia 2%, Thailand 3% and Malaysia 1%). During 2013, 5% of the Corporation’s crude oil and natural gas 
liquids production and 74% of its natural gas production were from its Asian and Other operations. In December 
2013, the Corporation completed the sale of its Natuna A Field, located off the coast of Indonesia and in January 
2014, its Pangkah asset, also located off the coast of Indonesia. In the first quarter of 2013, the Corporation sold its 
interests in Azerbaijan in the Caspian Sea and announced its intent to divest its interests in Thailand. 


Joint Development Area of Malaysia/Thailand (JDA): The Corporation owns an interest in Block A-18 
of the JDA (Hess 50%) in the Gulf of Thailand. In 2013, the operator continued development drilling, 
successfully installed two new wellhead platforms, sanctioned a further wellhead platform and continued with a 
major booster compression project. In 2014, the operator intends to progress the compression project, continue 
development drilling and commence production at the platforms installed in 2013. Net production for 2013 
averaged 41,000 boepd with full year 2014 production expected to be approximately 250,000 mcf per day. 


Malaysia: The Corporation’s production in Malaysia comes from its interest in Block PM301 (Hess 50%), 
which is adjacent to and is unitized with Block A-18 of the JDA where the natural gas is processed. The Corporation 
also owns a 50% interest and is the operator of Blocks PM302, PM325 and PM326B located in the North Malay Basin 
(NMB), offshore Peninsular Malaysia, where a multi-phase natural gas development project is underway. The project 
achieved first production on the Early Production System in October 2013 where net production averaged 
approximately 30 million cubic feet per day in the fourth quarter. The Corporation expects net production to average 
approximately 40 million cubic feet per day through 2016 until full field development is completed in late 2016. Net 
production is expected to increase to approximately 165 million cubic feet per day in 2017. 


Indonesia: The Corporation’s production in Indonesia came from its interests offshore in the operated 
Ujung Pangkah asset (Hess 75%) and the outside operated Natuna A Field. In December 2013, the Corporation 
completed the sale of its Natuna A Field and, in January 2014, the Pangkah asset was sold. 


Thailand: The Corporation’s production in Thailand comes from the outside operated offshore Pailin 
Field (Hess 15%) and the operated onshore Sinphuhorm Block (Hess 35%). The Corporation has a sales process 
underway for its assets in Thailand. 


Azerbaijan: The Corporation completed the sale of its interests in the Azeri-Chirag-Guneshli (ACG) fields, 
in the Caspian Sea, and in the Baku-Tbilisi-Ceyhan (BTC) oil transportation pipeline company, in March 2013. 


Australia: The Corporation holds an interest in an exploration license covering approximately 
780,000 acres in the Carnarvon Basin offshore Western Australia (WA-390-P Block, also known as Equus) 
(Hess 100%). The Corporation has drilled 13 natural gas discoveries. Development planning and commercial 
activities, including negotiations with potential liquefaction partners continued in 2013. Successful negotiation 
with a third party liquefaction partner is necessary before the Corporation can negotiate a gas sales agreement 
and sanction development of the project. In addition, the Corporation has approximately 1.7 million net acres in 
the Canning Basin, onshore Western Australia, where seismic re-processing and aero-magnetic surveys and 
interpretation were ongoing during 2013. 


Brunei: The Corporation has an interest in Block CA-1 (Hess 14%). In 2012, the operator drilled two 
wells, Jagus East and Julong East, which both encountered hydrocarbons. These wells are being evaluated and 
seismic processing is ongoing. 


Kurdistan Region of Iraq: The Corporation is operator and has an 80% paying interest (64% working 
interest) in the Dinarta and Shakrok exploration blocks, which have a combined area of more than 670 square 
miles. The Corporation spud its first exploration well on the Shakrok block during 2013. A second exploration 
well in Kurdistan, which will be on the Dinarta block, is planned for the first half of 2014. 


China: In July 2013, the Corporation signed a Production Sharing Agreement with China National 
Petroleum Corporation (CNPC) to evaluate unconventional oil and gas resource opportunities covering 
approximately 200,000 gross acres in the Santanghu Basin. Under the agreement, Hess owns a 49% working 
interest share. The exploration phase commenced in August 2013 and one vertical well has been drilled to date. 
Further drilling is planned for 2014. 


Sales Commitments 


In the E&P segment, the Corporation has contracts to sell fixed quantities of its natural gas and natural gas 
liquids (NGL) production. The natural gas contracts principally relate to producing fields in Asia. The most 
significant of these commitments relates to the JDA where the minimum contract quantity of natural gas is 
estimated at 99 billion cubic feet per year based on current entitlements under a sales contract expiring in 2027. 
The estimated total volume of production subject to sales commitments under all of these contracts is 
approximately 1.7 trillion cubic feet of natural gas. 


The Corporation has NGL contracts relating to its Bakken production with delivery commitments which 
begin in January 2014. The minimum contract quantity under these contracts, which expire in 2023, is 
approximately 8 million barrels per year, or approximately 98 million barrels over the life of the contracts. 


The Corporation has not experienced any significant constraints in satisfying the committed quantities 
required by its sales commitments and it anticipates being able to meet future requirements from available proved 
and probable reserves. 


Average selling prices and average production costs 


2013 2012 2011 
Average selling prices (a) 
Crude oil — per barrel (including hedging) 
United States 
ONSHOTE: sce deen Rathod wR e bed ek oa dtbeak $ 90.00 $ 84.78 $ 91.11 
OMSHOLE s.5) 5.55 pis Sa assintyatee Gace deshs Saved vegonadey akalad 103.83 101.80 104.83 
Total United States... 0.0... eee eee 95.50 92.32 98.56 
BULOpe(D)ici acetone hewn oehes eee ad eee ewe Pens 88.03 74.14 80.18 
AMIGA) Scie csh tee daw ee die Gebehcieh bended eh ees 108.70 89.02 88.46 
Alabaster hat a ce 2ON ek ee ah ig ee te eae hehe lbs 107.40 107.45 111.71 
Worldwide. ws videseane eee eh eeeewds bea gdaes 98.48 86.94 89.99 
Crude oil — per barrel (excluding hedging) 
United States 
ONSHORE p56 cities <b WRI OAR ek aR $ 89.81 $ 8566 $ 91.11 
OPPSHOLE: 9:20 Spend scree HR bd eh Oe 103.15 104.39 104.83 
Total United States! . esis. nee oho eh eh ada cn en's 95.11 93.96 98.56 
Burope (D)\. a.s)ad evita oclwin Pace qcctas a raeie buen antalag alee 87.45 75.06 80.18 
ATIC): i.00.4 etunedh spawn) dae decaiicne a tae ie die ees 108.07 110.92 110.28 
PST al elec aatearbslahees ict tance: gna) chika ci dash sed shenees bey oeann, edu ti eeaneescae 107.40 109.35 111.71 
Worldwide: 2232402 dxeste trie ieewddaan ed caedaat 98.01 93.70 95.60 
Natural gas liquids — per barrel 
United States 
ONSHORE: cus ocatne hs av eee ry eam eneaueeaeaes $ 43.14 $ 44.22 $ 79.75 
OtfShOre 4.5.3-s Sew Geis criebbedes eh bees 29.18 35.24 50.88 
Total United States: ...cc%s.5 pe a0 cs Nexen ete tad saank be 38.07 40.75 58.59 
AUPOPe(D) assests tc ate reat pgoayey dfG iat aes dhesebldy gars anna d ates 58.31 78.43 75.49 
ASIA. ccwcbedake ech amide Cae eaaw beta and das 74.94 77.92 72.29 
WOT AWId + s.d-i ese ce gihicu a ttaw deena dos4 oe, dated vieacwre dee ae Aled 40.68 47.81 62.72 


Average selling prices and average production costs 


2013 2012 2011 
Natural gas — per mcf 
United States 
Onshore: .4635 644 dh wei deb Gide $4 wee Cea ee $ 308 $ 202 $ 3.16 
OPESHOP SS 5.5 ich fo sos.Safere a goaree dp. qilsleee she Shanwnacsy apes dade ad. guadicnacaudhd 2.83 2.15 3.54 
Lotal Uimited States’ 923 sase Seales ortho Rae eed eked aes OR 2.96 2.09 3.39 
BurOpe.(D) stairs wuss shee te dae Sead eet aed 11.06 9.50 8.79 
Asia and other si.4 63.0 c6ca0 0 tiw ae ob paar eee ewes 7.50 6.90 6.02 
WorldWide: <<.2-se0.5 atans.aees he eed Be cae as, ete dened die 6.64 6.16 5.96 
Average production (lifting) costs per barrel of oil equivalent 
produced (c) 
United States 
ONSHORE 5 5 ccc oe osaels ay nena. oe eed akon Beeman ae ears $ 29.42 $ 28.97 $ 29.14 
OPPSHOTE, <e:s:25 65 ectiete-aaiosien Gab eis oes PR 4.98 5.21 5.08 
Wotal United! States: 2 2c. ks ois ode Aw OS ay a ee. ee bd cck Sah 19.45 18.25 16.30 
Europe (D) 202i a keane aren dee a ne adi deers 36.02 29.56 25.13 
APTICAL seg 3st: eect, ot antiwar ate Rok tre aad ps Blot tates eee deienmenees, is 19.26 14.45 15.95 
Assia and other c5 6 54.c-34-4.0oina dd eee Schwann we Ob ee 12.89 11.13 10.62 
Wotld Wide espace cited $4.8 FRAG AT ee HD la aS 20.26 18.52 17.40 


(a) Includes inter-company transfers valued at approximate market prices. 


(b) The average selling prices in Norway for 2013 were $110.25 per barrel for crude oil (including hedging), $109.41 per barrel for crude 


(c) 


oil (excluding hedging), $57.87 per barrel for natural gas liquids and $13.50 per mcf for natural gas. The average selling prices in 
Norway for 2012 were $109.23 per barrel for crude oil (including hedging), $113.08 per barrel for crude oil (excluding hedging), 
$58.48 per barrel for natural gas liquids and $12.21 per mcf for natural gas. The average selling prices in Norway for 2011 were 
$112.38 per barrel for crude oil, $62.07 per barrel for natural gas liquids and $9.77 per mcf for natural gas. The average production 
(lifting) costs in Norway were $44.69 per barrel of oil equivalent produced in 2013, $62.38 per barrel of oil equivalent produced in 
2012, reflecting a shutdown of production from July 2012 through the end of 2012, and $31.09 per barrel of oil equivalent produced in 
2011. 


Production (lifting) costs consist of amounts incurred to operate and maintain the Corporation’s producing oil and gas wells, related 
equipment and facilities, transportation costs and production and severance taxes. The average production costs per barrel of oil 
equivalent reflect the crude oil equivalent of natural gas production converted on the basis of relative energy content (six mcf equals one 
barrel). 


The table above does not include costs of finding and developing proved oil and gas reserves, or the costs of 


related general and administrative expenses, interest expense and income taxes. 


Gross and net undeveloped acreage at December 31, 2013 


(a) 
(b) 
(c) 


Undeveloped 
Acreage (a) 
Gross Net 

(In thousands) 
United States .-¢.3:4:.40.e085 62 nd Bee oe Bi eres eee oe eens MASS RS 1,692 1,197 
Buropes(D) 6 2.4625.2.g0 20k shoe 4 acy ee eae be Riedie E ROE Roe BG Nae Sh 807 639 
PPT CAs 5.5. dears Poteet des ede dew eg bie een pean date ded acedoaats BAe dea abe o 6,453 3,380 
Asia and other... 0.0... ccc eee eee e nent eee eens 11,845 7,874 
Total. (G) c.4ieeebs hd od tied bebe SOR a ea ae a eo Reed oo OLS 20,797 13,090 


Includes acreage held under production sharing contracts. 
Gross and net undeveloped acreage in Norway was 61 thousand and 9 thousand, respectively. 


Licenses covering approximately 69% of the Corporation’s net undeveloped acreage held at December 31, 2013 are scheduled to expire 
during the next three years pending the results of exploration activities. These scheduled expirations are largely in Africa, Asia and the 
U.S. 


Gross and net developed acreage and productive wells at December 31, 2013 


Developed 
Pesan to Productive Wells (a) 
Productive Wells Oil Gas 
Gross Net Gross Net Gross Net 
(In thousands) 
United States .................. 1,212 813 2,029 885 59 47 
Burope:(D) es sacs ead ea pte oe eee 102 59 64 41 — — 
AGTICA: oe bse bBo eed ok neeod oe a Roe 9,832 933 826 121 — — 
Asia and other ................. 914 355 17 13 499 113 
MOC, ered ssmewie dtc colerdeesrned ashe 12,060 2,160 2,936 1,060 558 160 


(a) Includes multiple completion wells (wells producing from different formations in the same bore hole) totaling 48 gross wells and 35 net 
wells. 

(b) Gross and net developed acreage in Norway was approximately 57 thousand and 36 thousand, respectively. Gross and net productive oil 
wells in Norway were 50 and 32, respectively. 


Number of net exploratory and development wells drilled during the years ended December 31 


Net Exploratory Wells Net Development Wells 
2013 2012 2011 2013 2012 2011 


Productive wells 


United States: 22.2 62424 48 seen dteadand sated 10 3 20 146 184 98 
UO pe so. 3 sedi Scenes. ted ainwtayne bloc laneddprlesal gstaeottecat goes _ 3 6 1 23 25 
PATA CA otis heel aya -t atten cctcee ae oseranatitzn eda aaa ain eee 2 3 1 2 1 1 
Asia and othet <.044.64-0.04.ssneis Geesn wad ewwns 4 3 4 18 20 18 
16 12 31 167 228 142 

Dry holes 
Wnt States: fcc ous. o.deccecses hese teradte atone anaes aed — 1 —_— — — — 
EULOPC! ois chasse teases oo ebae wena 3 3 2 _— —_— — 
PMTIC A osc 5cs 2s bs adceend tiated ee teem. adanent, odes on Sean — — 1 — — — 
Asia and other ....... 0.0.00 cece eee eee eae 1 2 1 — — — 
4 6 4 — — — 
TP OUAI A fate ecase-s, ahaa trove eases eee aaseea ae bee 20 18 35 167 228 142 

Number of wells in process of drilling at December 31, 2013 
Gross Net 

Wells Wells 
Wnited States: pics eine tiers Wea c 6G Raa A Ds es De hat eden etietosass 184 81 
BULOPC  s60ce tote ecient deh Pde Ree eae added d to bekde ew warhet wane ) 3 
DNATA CA cont -scsgeee SS cBeieaeie cers eve octane te, Bak iOS ee ee ds Saw Peewee edad Bea ee are 16 2 
P-ANCTPRE TA 6 KO) (1 (1 Cale Rea Rae oP on gg a ee ce a SP gO Coe 23 6 
WLOWAll ls acazes scents dae crcnntne & ene tee eens ena oad ea etae ake ade eres acres teen gyterane aes 228 92 


* Gross and net wells in process of drilling in Norway were 4 and 3, respectively. 


Marketing and Refining 


The Corporation is in the process of exiting all downstream businesses to become a pure play E&P 
company. 

At December 31, 2013, the Corporation had 1,350 HESS® retail gasoline stations, including stations owned by its 
WilcoHess joint venture (Hess 44%). Approximately 93% of the gasoline stations are operated by the Corporation or 
WilcoHess. Of the operated stations, 96% have convenience stores on the sites. Most of the Corporation’s gasoline 
stations are in New York, New Jersey, Pennsylvania, Florida, Massachusetts, North Carolina and South Carolina. In 
January 2014, the Corporation acquired the remaining interest in WilcoHess. The Corporation is pursuing a dual track 
to divest its retail marketing business either through a third-party sale or a tax free spin-off into a new public company. 
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The table below summarizes marketing sales volumes: 


2013 2012 2011 
Retail Marketing 
Number of retail stations* 2.2.0.0... 0.0... ccc eee eee 1,350 1,361 1,360 
Convenience store revenue (in millions) ................005. $ 1,069 $ 1,123 $ 1,189 
Average gasoline volume per station (thousands of 
gallons per Month): 2.2. ae oes} SNES SEG Oech oad 187 192 195 


* Includes operated, WilcoHess, dealer and branded retailer stations. 


In addition, the Corporation plans to divest its interests in an energy trading partnership, a joint venture 
(Hess 50%) to build a 655-megawatt natural gas fueled electric generating facility in Newark, New Jersey, and 
the Bayonne Energy Center, LLC (Hess 50%), a joint venture that operates a 512-megawatt natural gas fueled 
electric generating station in Bayonne, New Jersey, which provides power to New York City. 


In the fourth quarter of 2013, the Corporation sold its energy marketing and terminal network businesses which 
marketed refined petroleum products, natural gas and electricity on the East Coast of the U.S. to wholesale distributors, 
industrial and commercial users, other petroleum companies, governmental agencies and public utilities. 


In the first quarter of 2013, the Corporation permanently shut down refining operations at its Port Reading, 
New Jersey facility, thus completing its exit from all refining operations. HOVENSA, a 50/50 joint venture 
between the Corporation’s subsidiary, HOVIC, and a subsidiary of PDVSA, had previously shut down its 
refinery in St. Croix, U.S. Virgin Islands in January 2012 and continued operating solely as an oil storage 
terminal. During 2012 and continuing into 2013, HOVENSA and the Government of the Virgin Islands 
negotiated a plan to pursue the sale of HOVENSA and the sales process commenced in the fourth quarter. If an 
agreement to sell the refinery cannot be reached, HOVENSA will likely not be able to continue operating as an 
oil storage terminal. For further discussion of the refinery shutdown, see Note 10, HOVENSA L.L.C. Joint 
Venture, in the notes to the Consolidated Financial Statements. 


Competition and Market Conditions 


See Item 1A. Risk Factors Related to Our Business and Operations, for a discussion of competition and 
market conditions. 


Other Items 
Emergency Preparedness and Response Plans and Procedures 


The Corporation has in place a series of business and asset-specific emergency preparedness, response and 
business continuity plans that detail procedures for rapid and effective emergency response and environmental 
mitigation activities. These plans are risk appropriate and are maintained, reviewed and updated as necessary to 
ensure their accuracy and suitability. Where appropriate, they are also reviewed and approved by the relevant 
host government authorities. 


Responder training and drills are routinely held worldwide to assess and continually improve the 
effectiveness of the Corporation’s plans. The Corporation’s contractors, service providers, representatives from 
government agencies and, where applicable, joint venture partners participate in the drills to ensure that 
emergency procedures are comprehensive and can be effectively implemented. 


To complement internal capabilities and to ensure coverage for its global operations, the Corporation maintains 
membership contracts with a network of local, regional and global oil spill response and emergency response 
organizations. At the regional and global level, these organizations include Clean Gulf Associates (CGA), Marine 
Well Containment Company (MWCC), Wild Well Control (WWC), Subsea Well Intervention Service (SWIS), 
National Response Corporation (NRC) and Oil Spill Response (OSR). CGA is a regional spill response organization 
and MWCC provides the equipment and personnel to contain underwater well control incidents in the Gulf of 
Mexico. WWC provides firefighting, well control and engineering services globally. NRC and OSR are global 
response organizations and are available to assist the Corporation when needed anywhere in the world. In addition 
to owning response assets in their own right, these organizations maintain business relationships that provide 
immediate access to additional critical response support services if required. These owned response assets included 
nearly 300 recovery and storage vessels and barges, more than 250 skimmers, over 300,000 feet of boom, and 
significant quantities of dispersants and other ancillary equipment, including aircraft. In addition to external well 
control and oil spill response support, Hess has contracts with wildlife, environmental, meteorology, incident 
management, medical and security resources. If the Corporation were to engage these organizations to obtain 
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additional critical response support services, it would fund such services and seek reimbursement under its 
insurance coverage described below. In certain circumstances, the Corporation pursues and enters into mutual aid 
agreements with other companies and government cooperatives to receive and provide oil spill response equipment 
and personnel support. The Corporation maintains close associations with emergency response organizations 
through its representation on the Executive Committee of CGA and the Board of Directors of OSR. 


The Corporation continues to participate in a number of industry-wide task forces that are studying better 
ways to assess the risk of and prevent onshore and offshore incidents, access and control blowouts in subsea 
environments, and improve containment and recovery methods. The task forces are working closely with the oil 
and gas industry and international government agencies to implement improvements and increase the 
effectiveness of oil spill prevention, preparedness, response and recovery processes. 


Insurance Coverage and Indemnification 


The Corporation maintains insurance coverage that includes coverage for physical damage to its property, 
third party liability, workers’ compensation and employers’ liability, general liability, sudden and accidental 
pollution and other coverage. This insurance coverage is subject to deductibles, exclusions and limitations and 
there is no assurance that such coverage will adequately protect the Corporation against liability from all 
potential consequences and damages. 


The amount of insurance covering physical damage to the Corporation’s property and liability related to 
negative environmental effects resulting from a sudden and accidental pollution event, excluding Atlantic Named 
Windstorm coverage for which it is self-insured, varies by asset, based on the asset’s estimated replacement 
value or the estimated maximum loss. In the case of a catastrophic event, first party coverage consists of two tiers 
of insurance. The first $300 million of coverage is provided through an industry mutual insurance group. Above 
this $300 million threshold, insurance is carried which ranges in value up to $2.38 billion in total, depending on 
the asset coverage level, as described above. Additionally, the Corporation carries insurance which provides third 
party coverage for general liability, and sudden and accidental pollution, up to $1.05 billion. 


The Corporation’s insurance policies renew at various dates each year. Future insurance coverage could 
increase in cost and may include higher deductibles or retentions, or additional exclusions or limitations. In 
addition, some forms of insurance may become unavailable in the future or unavailable on terms that are deemed 
economically acceptable. 


Generally, the Corporation’s drilling contracts (and most of its other offshore services contracts) provide for 
a mutual hold harmless indemnity structure whereby each party to the contract (the Corporation and Contractor) 
indemnifies the other party for injuries or damages to their personnel and property (and, often, those of its 
contractors/subcontractors) regardless of fault. Variations may include indemnity exclusions to the extent a claim 
is attributable to the gross negligence and/or willful misconduct of a party. Third-party claims, on the other hand, 
are generally allocated on a fault basis. 


The Corporation is customarily responsible for, and indemnifies the Contractor against all claims, including 
those from third-parties, to the extent attributable to pollution or contamination by substances originating from its 
reservoirs or other property (regardless of fault, including gross negligence and willful misconduct) and the 
Contractor is responsible for and indemnifies the Corporation for all claims attributable to pollution emanating 
from the Contractor’s property. Additionally, the Corporation is generally liable for all of its own losses and most 
third-party claims associated with catastrophic losses such as blowouts, cratering and loss of hole, regardless of 
cause, although exceptions for losses attributable to gross negligence and/or willful misconduct do exist. Lastly, 
many offshore services contracts include overall limitations of the Contractor’s liability equal to the value of the 
contract or a fixed amount. 


Under a standard joint operating agreement (JOA), each party is liable for all claims arising under the JOA, 
not covered by or in excess of insurance carried by the JOA, to the extent of its participating interest (operator or 
non-operator). Variations include indemnity exclusions when the claim is based upon the gross negligence and/or 
willful misconduct of a party, in which case such party is solely liable. However, under some production sharing 
contracts between a governmental entity and commercial parties, liability of the commercial parties to the 
governmental entity is joint and several. 


Environmental 


Compliance with various existing environmental and pollution control regulations imposed by federal, state, 
local and foreign governments is not expected to have a material adverse effect on the Corporation’s financial 
condition or results of operations. The Corporation spent approximately $16 million in 2013 for environmental 
remediation, principally relating to the downstream businesses. The Corporation anticipates capital expenditures 
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for E&P facilities, primarily to comply with federal, state and local environmental standards of approximately 
$65 million in 2014 and approximately $50 million in 2015. The Corporation anticipates capital expenditures for 
the downstream businesses of approximately $8 million in 2014. For further discussion of environmental matters 
see the Environment, Health and Safety section of Item 7. Management’s Discussion and Analysis of Financial 
Condition and Results of Operations. 


Number of Employees 


The number of persons employed by the Corporation at year-end was approximately 12,225 in 2013 and 14,775 
in 2012. The reduction in the number of employees between 2013 and 2012 was largely a result of the Corporation’s 
asset sales program. Of the employees remaining at year-end, approximately 8,800 in 2013 (approximately 9,500 in 
2012) were employed in the Corporation’s downstream businesses that are due to be divested. 


Other 


The Corporation’s internet address is www.hess.com. On its website, the Corporation makes available free of 
charge its annual report on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K and 
amendments to those reports filed or furnished pursuant to Section 13(a) or 15(d) of the Exchange Act as soon as 
reasonably practicable after the Corporation electronically files with or furnishes such material to the Securities and 
Exchange Commission. The contents of the Corporation’s website are not incorporated by reference in this report. 
Copies of the Corporation’s Code of Business Conduct and Ethics, its Corporate Governance Guidelines and the 
charters of the Audit Committee, the Compensation and Management Development Committee and the Corporate 
Governance and Nominating Committee of the Board of Directors are available on the Corporation’s website and 
are also available free of charge upon request to the Secretary of the Corporation at its principal executive offices. 
The Corporation has also filed with the New York Stock Exchange (NYSE) its annual certification that the 
Corporation’s Chief Executive Officer is unaware of any violation of the NYSE’s corporate governance standards. 


Item 1A. Risk Factors Related to Our Business and Operations 


Our business activities and the value of our securities are subject to significant risk factors, including those 
described below. The risk factors described below could negatively affect our operations, financial condition, 
liquidity and results of operations, and as a result, holders and purchasers of our securities could lose part or all 
of their investments. It is possible that additional risks relating to our securities may be described in a prospectus 
supplement if we issue securities in the future. 


Our business and operating results are highly dependent on the market prices of crude oil, natural gas 
liquids and natural gas, which can be very volatile. Our estimated proved reserves, revenue, operating cash flows, 
operating margins, and future earnings are highly dependent on the prices of crude oil, natural gas liquids and natural 
gas, which are volatile and influenced by numerous factors beyond our control. The major foreign oil producing 
countries, including members of the Organization of Petroleum Exporting Countries (OPEC), exert considerable 
influence over the supply and price of crude oil and refined petroleum products. Their ability or inability to agree on a 
common policy on rates of production and other matters has a significant impact on the oil markets. The commodities 
trading markets as well as other supply and demand factors may also influence the selling prices of crude oil, natural 
gas liquids and natural gas. To the extent that we engage in hedging activities to mitigate commodity price volatility, 
we may not realize the benefit of price increases above the hedged price. Changes in commodity prices can also have a 
material impact on collateral and margin requirements under our derivative contracts. In order to manage the potential 
volatility of cash flows and credit requirements, the Corporation utilizes significant bank credit facilities. An inability 
to renew or replace such credit facilities or access other sources of funding as they mature would negatively impact our 
liquidity. In addition, we are exposed to risks related to changes in interest rates and foreign currency values, and may 
engage in hedging activities to mitigate related volatility. 


If we fail to successfully increase our reserves, our future crude oil and natural gas production will be 
adversely impacted. We own or have access to a finite amount of oil and gas reserves which will be depleted 
over time. Replacement of oil and gas production and reserves, including proved undeveloped reserves, is subject to 
successful exploration drilling, development activities, and enhanced recovery programs. Therefore, future oil and 
gas production is dependent on technical success in finding and developing additional hydrocarbon reserves. 
Exploration activity involves the interpretation of seismic and other geological and geophysical data, which does not 
always successfully predict the presence of commercial quantities of hydrocarbons. Drilling risks include 
unexpected adverse conditions, irregularities in pressure or formations, equipment failure, blowouts and weather 
interruptions. Future developments may be affected by unforeseen reservoir conditions which negatively affect 
recovery factors or flow rates. The costs of drilling and development activities have increased in recent years which 
could negatively affect expected economic returns. Reserve replacement can also be achieved through acquisition. 
Similar risks, however, may be encountered in the production of oil and gas on properties acquired from others. 
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There are inherent uncertainties in estimating quantities of proved reserves and discounted future net 
cash flows, and actual quantities may be lower than estimated. Numerous uncertainties exist in estimating 
quantities of proved reserves and future net revenues from those reserves. Actual future production, oil and gas 
prices, revenues, taxes, capital expenditures, operating expenses, and quantities of recoverable oil and gas 
reserves may vary substantially from those assumed in the estimates and could materially affect the estimated 
quantities of our proved reserves and the related future net revenues. In addition, reserve estimates may be 
subject to downward or upward changes based on production performance, purchases or sales of properties, 
results of future development, prevailing oil and gas prices, production sharing contracts, which may decrease 
reserves as crude oil and natural gas prices increase, and other factors. 


We do not always control decisions made under joint operating agreements and the partners under 
such agreements may fail to meet their obligations. We conduct many of our exploration and production 
operations through joint operating agreements with other parties under which we may not control decisions, 
either because we do not have a controlling interest or are not operator under the agreement. There is risk that 
these parties may at any time have economic, business, or legal interests or goals that are inconsistent with ours, 
and therefore decisions may be made which are not what we believe is in our best interest. Moreover, parties to 
these agreements may be unable to meet their economic or other obligations and we may be required to fulfill 
those obligations alone. In either case, the value of our investment may be adversely affected. 


We are subject to changing laws and regulations and other governmental actions that can 
significantly and adversely affect our business. Federal, state, local, territorial and foreign laws and 
regulations relating to tax increases and retroactive tax claims, disallowance of tax credits and deductions, 
expropriation or nationalization of property, mandatory government participation, cancellation or amendment of 
contract rights, imposition of capital controls or blocking of funds, changes in import and export regulations, 
limitations on access to exploration and development opportunities, as well as other political developments may 
affect our operations. As a result of the accident in April 2010 at the BP p.l.c. (BP) operated Macondo prospect in 
the Gulf of Mexico (in which the Corporation was not a participant) and the ensuing significant oil spill, a 
temporary drilling moratorium was imposed in the Gulf of Mexico. While this moratorium has since been lifted, 
significant new regulations have been imposed and further legislation and regulations may be proposed. The new 
regulatory environment has resulted in a longer permitting process and higher costs. We also transport some of 
our crude oil production, particularly from the Bakken shale oil play, by rail. Recent rail accidents have raised 
public awareness of rail safety and may result in heightened regulatory scrutiny that may lead to an increase in 
the costs of transporting crude oil and other hydrocarbons by rail and otherwise adversely impact our operations. 


Political instability in areas where we operate can adversely affect our business. Some of the 
international areas in which we operate, and the partners with whom we operate, are politically less stable than 
other areas and partners. Political and civil unrest in North Africa and the Middle East has affected and may 
affect our operations in these areas as well as oil and gas markets generally. For example, production at the Waha 
fields in Libya, which has a net production capacity of approximately 25,000 boepd, has been shut-in since 
August 2013 and was also shut-in for eight months in 2011 due to civil unrest. The threat of terrorism around the 
world also poses additional risks to the operations of the oil and gas industry. 


Our oil and gas operations are subject to environmental risks and environmental laws and regulations 
that can result in significant costs and liabilities. Our oil and gas operations, like those of the industry, are 
subject to environmental risks such as oil spills, produced water spills, gas leaks and ruptures and discharges of 
substances or gases that could expose us to substantial liability for pollution or other environmental damage. Our 
operations are also subject to numerous U.S. federal, state, local and foreign environmental laws and regulations. 
Non-compliance with these laws and regulations may subject us to administrative, civil or criminal penalties, 
remedial clean-ups and natural resource damages or other liabilities. In addition, increasingly stringent 
environmental regulations have resulted and will likely continue to result in higher capital expenditures and 
operating expenses for us and the oil and gas industry in general. 


Concerns have been raised in certain jurisdictions where we have operations concerning the safety and 
environmental impact of the drilling and development of shale oil and gas resources, particularly hydraulic 
fracturing, water usage, flaring of associated natural gas and air emissions. While we believe that these operations 
can be conducted safely and with minimal impact on the environment, regulatory bodies are responding to these 
concerns and may impose moratoriums and new regulations on such drilling operations that would likely have the 
effect of prohibiting or delaying such operations and increasing their cost. For example, a moratorium prohibiting 
hydraulic fracturing is currently impacting the Corporation’s exploration activities in France. 
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Concerns about climate change may result in significant operational changes and expenditures, reduced 
demand for our products and adversely affect our business. We recognize that climate change is a global 
environmental concern. Continuing political and social attention to the issue of climate change has resulted in both 
existing and pending international agreements and national, regional or local legislation and regulatory measures to 
limit greenhouse gas emissions. These agreements and measures may require significant equipment modifications, 
operational changes, taxes, or purchase of emission credits to reduce emission of greenhouse gases from our 
operations, which may result in substantial capital expenditures and compliance, operating, maintenance and 
remediation costs. In addition, our production is used to produce petroleum fuels, which through normal customer 
use may result in the emission of greenhouse gases. Regulatory initiatives to reduce the use of these fuels may 
reduce our sales of crude oil and other hydrocarbons. The imposition and enforcement of stringent greenhouse gas 
emissions reduction targets could severely and adversely impact the oil and gas industry and significantly reduce the 
value of our business. Finally, to the extent that climate change may result in more extreme weather related events, 
we could experience increased costs related to prevention, maintenance and remediation of affected operations in 
addition to higher costs and lost revenues related to delays and shutdowns. 


Our industry is highly competitive and many of our competitors are larger and have greater 
resources than we have. The petroleum industry is highly competitive and very capital intensive. We 
encounter competition from numerous companies in each of our activities, including acquiring rights to explore 
for crude oil and natural gas. Many competitors, including national oil companies, are larger and have 
substantially greater resources. We are also in competition with producers of other forms of energy. Increased 
competition for worldwide oil and gas assets has significantly increased the cost of acquiring oil and gas assets. 
In addition, competition for drilling services, technical expertise and equipment may affect the availability of 
technical personnel and drilling rigs, resulting in increased capital and operating costs. 


Catastrophic events, whether naturally occurring or man-made, may materially affect our operations 
and financial conditions. Our oil and gas operations are subject to unforeseen occurrences which have 
affected us from time to time and which may damage or destroy assets, interrupt operations and have other 
significant adverse effects. Examples of catastrophic risks include hurricanes, fires, explosions, blowouts, such as 
the third party accident at the Macondo prospect, pipeline interruptions and ruptures, severe weather, geological 
events, labor disputes or cyber-attacks. Although we maintain insurance coverage against property and casualty 
losses, there can be no assurance that such insurance will adequately protect the Corporation against liability 
from all potential consequences and damages. Moreover, some forms of insurance may be unavailable in the 
future or be available only on terms that are deemed economically unacceptable. 


Cyber-attacks targeting our computer and telecommunications systems and infrastructure used by the oil 
and gas industry may materially impact our business and operations. Computers and telecommunication 
systems are used to conduct our exploration, development and production activities and have become an integral part 
of our business. We use these systems to analyze and store financial and operating data and to communicate within our 
company and with outside business partners. Cyber-attacks could compromise our computer and telecommunications 
systems and result in disruptions to our business operations, the loss or corruption of our data and proprietary 
information and communications interruptions. In addition, computers control oil and gas distribution systems globally 
and are necessary to deliver our production to market. A cyber-attack impacting these distribution systems, or the 
networks and infrastructure on which they rely, could damage critical production, distribution and/or storage assets, 
delay or prevent delivery to markets and make it difficult or impossible to accurately account for production and settle 
transactions. Our systems and procedures for protecting against such attacks and mitigating such risks may prove to be 
insufficient and such attacks could have an adverse impact on our business and operations. 


Item 3. Legal Proceedings 


The Corporation, along with many other companies engaged in refining and marketing of gasoline, has been 
a party to lawsuits and claims related to the use of methyl tertiary butyl ether (MTBE) in gasoline. A series of 
similar lawsuits, many involving water utilities or governmental entities, were filed in jurisdictions across the 
U.S. against producers of MTBE and petroleum refiners who produced gasoline containing MTBE, including the 
Corporation. The principal allegation in all cases was that gasoline containing MTBE is a defective product and 
that these parties are strictly liable in proportion to their share of the gasoline market for damage to groundwater 
resources and are required to take remedial action to ameliorate the alleged effects on the environment of releases 
of MTBE. In 2008, the majority of the cases against the Corporation were settled. In 2010 and 2011, additional 
cases were settled including an action brought in state court by the State of New Hampshire. Cases brought by 
the State of New Jersey and the Commonwealth of Puerto Rico remain unresolved. The Corporation has reserves 
recorded which it believes are adequate to cover its expected liability in these cases. 
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The Corporation received a directive from the New Jersey Department of Environmental Protection 
(NJDEP) to remediate contamination in the sediments of the lower Passaic River and the NJDEP is also seeking 
natural resource damages. The directive, insofar as it affects the Corporation, relates to alleged releases from a 
petroleum bulk storage terminal in Newark, New Jersey previously owned by the Corporation. The Corporation 
and over 70 companies entered into an Administrative Order on Consent with the Environmental Protection 
Agency (EPA) to study the same contamination. The Corporation and other parties recently settled a cost 
recovery claim by the State of New Jersey and also agreed to fund remediation of a portion of the site. The EPA 
is continuing to study contamination and remedial designs for other portions of the River. In addition, the federal 
trustees for natural resources have begun a separate assessment of damages to natural resources in the Passaic 
River. Given the ongoing studies, remedial costs cannot be reliably estimated at this time. Based on currently 
known facts and circumstances, the Corporation does not believe that this matter will result in a material liability 
because its terminal could not have contributed contamination along most of the river’s length and did not store 
or use contaminants which are of the greatest concern in the river sediments, and because there are numerous 
other parties who will likely share in the cost of remediation and damages. 


On July 25, 2011, the Virgin Islands Department of Planning and Natural Resources commenced an 
enforcement action against HOVENSA by issuance of documents titled “Notice Of Violation, Order For 
Corrective Action, Notice Of Assessment of Civil Penalty, Notice Of Opportunity For Hearing” (the “NOVs”). 
The NOVs assert violations of Virgin Islands Air Pollution Control laws and regulations arising out of odor 
incidents on St. Croix in May 2011 and proposed total penalties of $210,000. HOVENSA believes that it has 
good defenses against the asserted violations. 


In July 2004, HOVIC and HOVENSA, each received a letter from the Commissioner of the Virgin Islands 
Department of Planning and Natural Resources and Natural Resources Trustees, advising of the Trustee’s 
intention to bring suit agains's HOVIC and HOVENSA under the Comprehensive Environmental Response, 
Compensation and Liability Act (CERCLA). The letter alleges that HOVIC and HOVENSA are potentially 
responsible for damages to natural resources arising from releases of hazardous substances from the HOVENSA 
refinery, which had been operated by HOVIC until October 1998. An action was filed on May 5, 2005 in the 
District Court of the Virgin Islands against HOVENSA, HOVIC and other companies that operated industrial 
facilities on the south shore of St. Croix asserting that the defendants are liable under CERCLA and territorial 
statutory and common law for damages to natural resources. The CERCLA claims have been dismissed and a 
trial is scheduled in June 2014 on the remaining claims. HOVIC and HOVENSA are continuing to vigorously 
defend this matter and do not believe that this matter will result in a material liability as they believe that they 
have strong defenses against this complaint. 


The Corporation periodically receives notices from the EPA that it is a “potential responsible party” under the 
Superfund legislation with respect to various waste disposal sites. Under this legislation, all potentially responsible 
parties are jointly and severally liable. For certain sites, the EPA’s claims or assertions of liability against the 
Corporation relating to these sites have not been fully developed. With respect to the remaining sites, the EPA’s 
claims have been settled, or a proposed settlement is under consideration, in all cases for amounts that are not 
material. The ultimate impact of these proceedings, and of any related proceedings by private parties, on the 
business or accounts of the Corporation cannot be predicted at this time due to the large number of other potentially 
responsible parties and the speculative nature of clean-up cost estimates, but is not expected to be material. 


The Corporation is from time to time involved in other judicial and administrative proceedings, including 
proceedings relating to other environmental matters. The Corporation cannot predict with certainty if, how or when 
such proceedings will be resolved or what the eventual relief, if any, may be, particularly for proceedings that are in 
their early stages of development or where plaintiffs seek indeterminate damages. Numerous issues may need to be 
resolved, including through potentially lengthy discovery and determination of important factual matters before a 
loss or range of loss can be reasonably estimated for any proceeding. Subject to the foregoing, in management’s 
opinion, based upon currently known facts and circumstances, the outcome of such proceedings is not expected to 
have a material adverse effect on the financial condition, results of operations or cash flows of the Corporation. 


Item 4. Mine Safety Disclosures 


None. 
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PART II 


Item 5. Market for the Registrant’s Common Stock, Related Stockholder Matters and Issuer Purchases 
of Equity Securities 


Stock Market Information 


The common stock of Hess Corporation is traded principally on the New York Stock Exchange (ticker 
symbol: HES). High and low sales prices were as follows: 


2013 2012 
Quarter Ended High Low High Low 
Marche3 |: 2:23. sec cence sintn ne Were tn 2a ee een 3 $ 72.63 $53.06 $ 67.86 $54.10 
June 30) scjaccde PERS Aw Aw has Oe ade Eee Reed Oe 74.48 61.32 60.20 39.67 
september 30° ke iiu aed stacae ees tedene aceale oo 80.41 66.23 57.34 41.94 
December 31 j.¢-cis4 eh34.46 sce dees ba daaw ens 85.15 76.83 55.96 48.20 


Performance Graph 


Set forth below is a line graph comparing the five year shareholder return on a $100 investment in the 
Corporation’s common stock assuming reinvestment of dividends, against the cumulative total returns for the 
following: 


e Standard & Poor’s (S&P) 500 Stock Index, which includes the Corporation, 


e Proxy Peer Group comprising 16 oil and gas peer companies, including the Corporation (as disclosed in 
the Corporation’s 2013 Proxy Statement). 


Comparison of Five-Year Shareholder Returns 


Years Ended December 31, 
$250 
$200+ ------------------------------------5 z 
$150 - 
$100 - 
$50 + - - - - - - - - - - - - - - - 
$0 
2008 2009 2010 2011 | 2012 2013 
—@— Hess Corporation $100.00 $113.61 $144.67 $108.03 | $101.51 $160.54 
—-l-- s&P 500 $100.00 $126.45 $145.52 $148.55 $172.29 $228.04 
seeue-e> Proxy Peer Group $100.00 $129.90 $148.04 $143.24 $145.11 $174.77 
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Holders 


At December 31, 2013, there were 3,961 stockholders (based on the number of holders of record) who 
owned a total of 325,314,177 shares of common stock. 


Dividends 


In 2013, cash dividends on common stock totaled $0.70 per share ($0.10 per share for the first two quarters 
and $0.25 per share commencing in the third quarter of 2013). Cash dividends were $0.40 per share ($0.10 per 
quarter) for both 2012 and 2011. 


Share Repurchase Activities 


Hess’s share repurchase activities for the year ended December 31, 2013, were as follows: 


Maximum 
Approximate 
Total Dollar Value 

Number of of Shares 

Shares that May 

Purchased as Yet be 
Part of Purchased 
Total Publicly Under the 
Number of Average Price Announced Plans or 

Shares Paid per Plans or Programs (b) 
2013 Purchased (a) Share Programs (In millions) 
JULY. sisi aera toah ion ah ayes Geen eek — §$ — — § 4,000 
AUSUSL, 252 edie g.eG, aah dare spare are 3,033,073 75.05 3,033,073 3,772 
September ig ckce da vose teas eeasad. 3,495,977 77.95 3,495,977 3,500 
October... 20... 0. eee 5,159,765 81.31 5,159,765 3,080 
NOVEMDEE iii eosiicd ethan be eek es 3,910,569 81.43 3,910,569 2,762 
DeGember i. soe s.gos ss od pad wap aa lenses _ 3,710,300 80.85 _ 3,710,300 2,462 


Total for 2013: oc ccce ieee eda ees 19,309,684 §$ 79.65 19,309,684 


(a) Repurchased in open-market transactions. The average price paid per share was inclusive of transaction fees. 


(b) In March 2013, the Corporation announced a board authorized plan to repurchase up to $4 billion of outstanding common shares. 
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Equity Compensation Plans 


Following is information on the Registrant’s equity compensation plans at December 31, 2013: 


Number of 
Securities 
Number of Remaining 
Securities to Available for 
be Issued Weighted Future Issuance 
Upon Exercise Average Under Equity 
of Outstanding Exercise Price Compensation 
Options, of Outstanding Plans (Excluding 
Warrants and Options, Securities 
Rights Warrants and Reflected in 
Plan Category * Rights Column*) 


Equity compensation plans approved by security 

MOLGGTS 33 3:5. sos sfare eh eee adaf aes tengen teste ee aates sa leleaseet a 10,141,000 $ 63.08 10,244,000 (a) 
Equity compensation plans not approved by security 

holders. (6) i. és eae ee aee ek ev ee eon aes ace — — — 


(a) These securities may be awarded as stock options, restricted stock, performance share units or other awards permitted under the 
Registrant's equity compensation plan. 

(b) The Corporation has a Stock Award Program pursuant to which each non-employee director annually receives approximately $175,000 
in value of the Corporation’s common stock. These awards are made from shares purchased by the Corporation in the open market. 


See Note 13, Share-based Compensation in the notes to the Consolidated Financial Statements for further 
discussion of the Corporation’s equity compensation plans. 
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Item 6. Selected Financial Data 


The following is a five-year summary of selected financial data that should be read in conjunction with the 


Corporation’s consolidated financial statements and the accompanying notes and Item 7. Management’s 
Discussion and Analysis of Financial Condition and Results of Operations included elsewhere in this Annual 
Report: 


2013 2012 2011 2010 2009 
(In millions, except per share amounts) 


Sales and other operating revenues 


Crude oil and natural gas liquids .......... $ 9,824 $ 10,332 $ 8,921 $ 7,235 $ 5,665 

Natural gas (including sales of purchased gas) .. . 1,394 1,394 1,362 1,373 1,215 

Refined petroleum products .............. 9,684 10,190 9,712 5,409 4,382 

Convenience store sales and other operating 

TEVENUES os Sa cw eridedeealew heed vedo 1,382 1,465 1,456 1,636 1,716 
PL OUAL tenaciawhudn wtmaiahde Sites pout catausten oe $ 22,284 $ 23,381 $ 21,451 $ 15,653 $ 12,978 

Income from continuing operations .......... $ 3,968 $ 1,867 $ 1,531 $ 1,955 $ 571 
Income from discontinued operations ........ 1,254 196 145 183 236 
Net income .......... 0... cc eee eee ee eee $ 5,222 $ 2,063 $ 1,676 $ 2,138 $ 807 
Less: Net income (loss) attributable to 

noncontrolling interests ...............-. 170 38 (27) 13 67 
Net income attributable to Hess Corporation ... $ 5,052 (a)$ 2,025(b)$ —-:1,703 (c)$_ 2,125 (d)$ 740 (e) 
Net income attributable to Hess Corporation 

per share: 
Basic: 

Continuing operations .................. $ 11.28 $ 540 $ 462 $ 596 $ 1.56 

Discontinued operations ................. 3.73 0.58 0.43 0.56 0.72 
Net income per share ..............-.0005- $ 15.01 $ 5.98 §$ 5.05 $ 652 $ 2.28 
Diluted: 

Continuing operations .................. $ 11.14 $ 537 $ 458 $ 592 $ 1.55 

Discontinued operations ................-. 3.68 0.58 0.43 0.55 0.72 
Net income per share .............-.--0005 $ 1482 $ 595 §$ 5.01 $ 647 $ 2.27 
"T OtALASSELS «oc sene ove nadu wns av ete eee bes $ 42,754 $43,441 $ 39,136 $ 35,396 $ 29,465 
Total debt s3.¢o.4.0¢6556 b545 88h eAoeeaousd $ 5,798 $ 8111 $ 6,057 $ 5,583 $ 4,467 
TOtaleQuity .chmceaics wth bok haeadgon abu ee Ses $ 24,784 $ 21,203 $ 18592 $ 16,809 $ 13,528 
Dividends per share of common stock ........ $ 0.70 $ 040 $ 0.40 $ O40 $ 0.40 
(a) Includes after-tax income of $4,060 million relating to net gains on asset sales, Denmark’s enacted changes to the hydrocarbon income 


(b) 


(c) 


(d) 


(e) 


tax law and income from the partial liquidation of last-in, first-out (LIFO) inventories, partially offset by after-tax charges totaling $900 
million for asset impairments, dry hole expenses, severance and other exit costs, income tax charges, refinery shutdown costs, and other 
charges. 

Includes after-tax income of $661 million relating to gains on asset sales and income from the partial liquidation of LIFO inventories, 
partially offset by after-tax charges totaling $634 million for asset impairments, dry hole expenses, income taxes and other charges. 
Includes after-tax charges totaling $694 million relating to the shutdown of the HOVENSA L.L.C. (HOVENSA) refinery, asset 
impairments and an increase in the United Kingdom supplementary tax rate, partially offset by after-tax income of $413 million relating 
to gains on asset sales. 

Includes after-tax income of $1,130 million relating to gains on asset sales, partially offset by after-tax charges totaling $694 million for 
an asset impairment, an impairment of the Corporation’s equity investment in HOVENSA, dry hole expenses and premiums on 
repurchases of fixed-rate public notes. 

Includes after-tax expenses totaling $104 million relating to repurchases of fixed-rate public notes, retirement benefits, employee 
severance costs and asset impairments, partially offset by after-tax income totaling $101 million principally relating to the resolution of 
a U.S. royalty dispute. 
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations 
Overview 


Hess Corporation (the Corporation or Hess) is a global Exploration and Production (E&P) company that 
develops, produces, purchases, transports and sells crude oil and natural gas. Prior to 2013, the Corporation also 
operated a Marketing and Refining (M&R) segment, which it began to divest during the year. The M&R 
businesses manufacture refined petroleum products and purchase, market, store and trade refined products, 
natural gas and electricity, as well as operate retail gas stations, most of which have convenience stores. 


In the first quarter of 2013, the Corporation announced several initiatives to continue its transformation into 
a more focused pure play E&P company that is expected to deliver compound average production growth of 5% 
to 8% through 2017, from its 2012 pro forma production of 289,000 barrels of oil equivalent per day (boepd). 
The transformation plan included fully exiting the Corporation’s M&R businesses, including its terminal, retail, 
energy marketing and energy trading operations, as well as the permanent shutdown of refining operations at its 
Port Reading facility, thus completing its exit from all refining operations. HOVENSA L.L.C. (HOVENSA), a 
50/50 joint venture between the Corporation’s subsidiary, Hess Oil Virgin Islands Corp. (HOVIC), and a 
subsidiary of Petroleos de Venezuela S.A. (PDVSA), had previously shut down its United States (U.S.) Virgin 
Islands refinery in January 2012 and continued operating solely as an oil storage terminal. HOVIC and its partner 
have also commenced a sales process for HOVENSA. The transformation plan also committed to the sale of 
mature E&P assets in Indonesia and Thailand and the pursuit of monetizing Bakken midstream assets by 2015. 


As part of its transformation during 2012 and 2013, the Corporation sold mature or lower margin assets in 
Azerbaijan, Indonesia, Norway, Russia, the United Kingdom (UK) North Sea, and certain interests onshore in the 
U.S. In the fourth quarter of 2013, the Corporation sold its energy marketing business and its terminal 
network. In 2014, the Corporation plans to divest its remaining downstream businesses, including its retail 
marketing business and energy trading joint venture, plus its E&P assets in Thailand. The Corporation has also 
reached an agreement to sell dry gas acreage in the Utica shale play in the U.S. 


Other actions announced by the Corporation in March 2013 included repaying debt, establishing a cash 
cushion and returning capital to shareholders. By year-end 2013, approximately $2.4 billion of short-term debt 
had been repaid. In addition, commencing in the third quarter of 2013, the Corporation increased its quarterly 
dividend 150% to $0.25 per common share and commenced share repurchases under its authorized $4 billion 
share repurchase program. Through December 31, 2013, Hess had purchased approximately 19.3 million 
common shares at a cost of approximately $1.54 billion. 


Net income was $5,052 million in 2013 compared with $2,025 million in 2012 and $1,703 million in 2011. 
Diluted earnings per share were $14.82 in 2013 compared with $5.95 in 2012 and $5.01 in 2011. Excluding items 
affecting comparability, net income was $1,892 million in 2013, $1,998 million in 2012, and $1,984 million in 
2011. See the table of items affecting comparability of earnings between periods on page 24. 


Exploration and Production 


The Corporation’s total proved reserves were 1,437 million barrels of oil equivalent (boe) at December 31, 
2013 compared with 1,553 million boe at December 31, 2012 and 1,573 million boe at December 31, 2011. 
Proved reserves related to assets sold in 2013 totaled 139 million boe. Pro forma year-end reserves, which 
exclude assets in Indonesia and Thailand classified as held for sale at December 31, 2013, were 1,362 million 
boe. 


E&P earnings were $4,303 million in 2013, $2,212 million in 2012 and $2,675 million in 2011. Excluding 
items affecting comparability of earnings between periods on page 28, E&P net income was $2,192 million, 
$2,256 million and $2,431 million for 2013, 2012 and 2011, respectively. Average realized crude oil selling 
prices including the impact of hedging were $98.48 per barrel in 2013, $86.94 in 2012 and $89.99 in 2011. 
Average realized natural gas selling prices were $6.64 per mcf in 2013, $6.16 in 2012 and $5.96 in 2011. 
Production averaged 336,000 boepd in 2013, 406,000 boepd in 2012 and 370,000 boepd in 2011. 


Excluding production from assets sold and classified as held for sale, pro forma production was 285,000 boepd 
in 2013 and 289,000 boepd in 2012. The Corporation expects compound average annual production growth of 5% to 
8% through 2017, from 2012 pro forma production. The Corporation currently expects total worldwide production to 
average between 305,000 boepd and 315,000 boepd in 2014, excluding asset sales and any contribution from Libya, 
which has a net production capacity of approximately 25,000 boepd and is shut-in due to civil unrest in the country. 
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Pro forma production excluding Libya was 270,000 boepd in 2013 and 268,000 boepd in 2012. 


The following is an update of significant E&P activities during 2013: 


In North Dakota, net production from the Bakken oil shale play averaged 67,000 boepd during 2013, an 
increase of 20% from 56,000 boepd in 2012 despite the transition to pad drilling in the first half of the 
year and the required shut-ins late in the fourth quarter of 2013 for the expansion of the Tioga Gas Plant 
which is expected to be operational in the first quarter of 2014. Production is expected to average between 
80,000 boepd and 90,000 boepd in 2014, an increase of 19% to 34% from 2013. The Corporation also 
increased its peak net production guidance for the Bakken to 150,000 boepd in 2018 from prior guidance 
of 120,000 boepd in 2016, based upon performance to date and current development spacing based on 
five Middle Bakken wells and four Three Forks wells per 1,280 acre Drilling Spacing Unit (DSU). During 
2014, the Corporation plans to pilot test tighter well spacing to determine whether there is additional 
upside in the estimates for future production and resources. During the year, 168 wells were brought on 
production bringing the total operated production wells to 722 . In 2014, the Corporation plans to increase 
the rig count in the Bakken to 17 from 14 but expects to maintain capital spending at approximately $2.2 
billion, which is consistent with 2013 levels. 


At the Valhall Field in Norway (Hess 64%), net production averaged 23,000 boepd during 2013, 
compared with 13,000 boepd during 2012. The Field was shut-in during the second half of 2012 and 
January 2013 to complete a multiyear redevelopment project. Full year 2014 net production for Valhall is 
expected to be in the range of 30,000 boepd to 35,000 boepd. 


In the North Malay Basin, the project achieved first production from the Early Production System in 
October 2013 and net production averaged approximately 30 million cubic feet per day in the fourth 
quarter. The Corporation expects net production to average approximately 40 million cubic feet per day 
through 2016 until full field development is completed in late 2016. Net production is expected to 
increase to approximately 165 million cubic feet per day in 2017. 


In December 2013, the Corporation commenced production from its phase three development program at 
the South Arne Field (Hess 62%) offshore Denmark, following the installation of two new wellhead 
platforms and modifications to existing production facilities. Development drilling will continue in 2014. 


At Block A-18 of the Joint Development Area of Malaysia/Thailand (JDA), the Corporation successfully 
installed two new wellhead platforms and progressed a major booster compression project that is 
expected to be completed in 2015. 


In the Utica shale, 29 wells were drilled, 24 wells were completed and 17 wells were tested across both 
the Corporation’s 100% owned and joint venture acreage. Production test rates in the wet gas area 
averaged over 2,200 boepd with 47% liquids. 


In Libya, production from the Waha fields was shut-in late August of 2013 and remains shut-in due to 
civil unrest in the country. For the full year 2013, Libya production averaged 15,000 boepd. In addition, 
the Corporation wrote-off in the fourth quarter two previously capitalized exploration wells in offshore 
Area 54 which resulted in a pre-tax charge of $260 million ($163 million after income taxes). 


During the year, the Corporation completed drilling its second and third production wells at the Tubular 
Bells Field, offshore U.S., and commenced a batch completion program during the fourth quarter of 2013 
for the three wells drilled to date. Facilities construction is ongoing with offshore installation expected to 
commence in the first quarter and first oil in the third quarter of 2014 at a net rate of 25,000 boepd. 


The Corporation completed its exploration drilling phase on the Deepwater Tano Cape Three Points 
Block, offshore Ghana that resulted in a total of seven successful exploration wells. The Corporation 
submitted appraisal plans to the Ghanaian government and four appraisal areas have been approved to 
date. A three well appraisal drilling program has been scheduled in the second half of 2014. 


In the third quarter, the Corporation spud its first exploration well on the Shakrok block in the Kurdistan 
Region of Iraq (Hess 80%) and plans to begin drilling an exploration well on the Dinarta block in the first 
half of 2014. 


During 2013, the E&P segment sold its assets in Azerbaijan and Russia as well as its interests in the 
Natuna A Field, offshore Indonesia, the Beryl fields in the UK North Sea and certain interests onshore in 
the U.S., for total proceeds of approximately $4.5 billion. Asset sales reduced production by 
approximately 60,000 boepd in 2013 compared to 2012. In January 2014, the Corporation announced it 
had reached agreement to sell approximately 74,000 acres of its 100% interest in the Utica Shale for $924 
million. Approximately two-thirds of these proceeds are expected at the end of the first quarter of 2014, 
with the balance to be received in the third quarter of 2014. 
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Downstream Businesses 


The downstream businesses reported income of $1,189 million in 2013 and $231 million in 2012 and a loss 
of $584 million in 2011. Excluding items affecting comparability of earnings between periods on page 31, the 
downstream businesses generated income of $116 million in 2013 and $160 million in 2012 and a loss of $59 
million in 2011. The downstream businesses comprise the Corporation’s retail, energy marketing, terminal, 
energy trading and refining operations, together with its interests in two power plant joint ventures. By year-end 
all of these businesses were either divested by the Corporation or the divestiture processes remained on-going. 
Liquidity and Capital and Exploratory Expenditures 

Net cash provided by operating activities was $4,870 million in 2013, $5,660 million in 2012 and $4,984 
million in 2011. At December 31, 2013, cash and cash equivalents totaled $1,814 million, up from $642 million 
at December 31, 2012. Total debt was $5,798 million at December 31, 2013 and $8,111 million at December 31, 
2012. The Corporation’s debt to capitalization ratio at December 31, 2013 was 19.0% compared with 27.7% at 
the end of 2012. 

Capital and exploratory expenditures were as follows: 

2013 2012 2011 
(In millions) 


Exploration and Production 
United States 


Bakken sp ic04 Goh cates aging Rana eae ete conde ant $ 2,231 $ 3,164 §$ 2,361 
OtherOnshore: 32.2200 2s 360 dace he nae Bay awe hoa A eole eae 708 729 1,532 
LOtal Onshore: 05.5.6 308.4 aes ded ind HA RR a Sa cena 2,939 3,893 3,893 
OPES OLE: jaca, aie de. ah ghee ae sa ohh ene hove asvat dole arena a cece alaee-aead 865 870 412 
TotalUnited States: ¢.cce <td do G-e a3. FS SEGARA AS WR cea ane 3,804 4,763 4,305 
BUTOPes 2is.5.0:5 aeatanaten ate atise a Sicany 2, Ria abe a Rearstayaiesa ares any alecegus 724 1,381 1,274 
ANTICAE og bavcriy onde hb aad ahead Es Ghayhee pbaahlendr aA dyayio ata dee) @usde one aud 630 771 414 
Asia:and other. 3 6c6-086 sacs awh ent eeeie woe Hew ES Ee RS 993 1,231 1,351 
Total Exploration and Production ........... 0.0.0.0 eee eee eee 6,151 8,146 7,344 
Oilers e535. s hed boc ich ind Peek a RO eb Abad eed eds 164 119 118 
Total Capital and Exploratory Expenditures ................... $ 6,315 $ 8265 $ 7,462 
Exploration expenses charged to income included above: 
United States’... 3h 4aceiae chal abiseentuey povestaeeunye $ 192 $ 142 $ 197 
International ...ic.dvie sade aed ean oe bag aed esa ede he 250 328 259 
Total exploration expenses charged to income included 
ADOVE: 2 i diciiWednidae dh odisdinddtoiiebiasadediians $ 442 $ 470 $ 456 


* Includes capital expenditures related to discontinued operations of $33 million, $52 million and $65 million in 2013, 2012 and 2011, 
respectively. 
The Corporation anticipates investing approximately $5.8 billion in E&P capital and exploratory 
expenditures in 2014 and approximately $350 million for retail marketing, primarily for the acquisition of its 
partner’s share of the WilcoHess joint venture which closed in January 2014. 


Consolidated Results of Operations 


The after-tax income (loss) by major operating activity is summarized below: 
2013 2012 2011 


(In millions, 
except per share amounts) 


Exploration and Production ............. 00000 e eee eee eens $ 4,303 $2,212 $ 2,675 

Corporate.and Interest: i.2 sas ee ead bs sented a Rew ee o4.44 (440) (418) (388) 

Downstream bUSINESSES) «2 ec sa¢. eden os eect eae ee en eS 1,189 231 (584) 
Net income attributable to Hess Corporation ................. $ 5,052 $ 2,025 $ 1,703 
Net income per share (diluted) ................ 000000000 ee $14.82 $ 5.95 $ 5.01 


The following table summarizes, on an after-tax basis, items of income (expense) that are included in net 
income and affect comparability between periods. The items in the table below are explained on pages 28 
through 31. 


2013 2012 2011 
(In millions) 
Exploration and Production .........0. 000.0 c cece eee eens $2,111 $ (44) $ 244 
Corporate and Interest ..5. cece eee ee eee beeen cee eee ees (24) — — 
Downstream businesses .......... 0.0 cece eee eee nee 1,073 71 (525) 
Total items affecting comparability of earnings between periods .... $ 3,160 $ 27 (281) 


In the following discussion and elsewhere in this report, the financial effects of certain transactions are 
disclosed on an after-tax basis. Management reviews segment earnings on an after-tax basis and uses after-tax 
amounts in its review of variances in segment earnings. Management believes that after-tax amounts are a 
preferable method of explaining variances in earnings, since they show the entire effect of a transaction rather 
than only the pre-tax amount. After-tax amounts are determined by applying the income tax rate in each tax 
jurisdiction to pre-tax amounts. 


Comparison of Results 
Exploration and Production 


Following is a summarized income statement of the Corporation’s E&P operations: 


2013 2012 2011 
(In millions) 
Sales and other operating revenues ........... 0.00. e eee eee eee $11,905 $12,245 $10,646 
Gains on asset sales, net... 0.0... ects 2,171 584 446 
OUEST: MET vg hdd dvsjchel s arletins Seige aa dusiave Goa riog sonidraagostdess $d insane Gowan (57) 99 18 
Total revenues and non-operating income ................4-. 14,019 12,928 11,110 
Costs and expenses 
Cost of products sold (excluding items shown separately below) .... 1,853 1,334 580 
Operating costs and expenses .......... 0.0.00. c eee eee eee eee 2,116 2,202 1,876 
Production and severance taxeS ......... 0... ee ees 372 550 476 
Exploration expenses, including dry holes and lease impairment ... 1,031 1,070 1,195 
General and administrative expenses ........... 0.000 e eee eee 377 314 313 
Depreciation, depletion and amortization ..................... 2,671 2,853 2,305 
Asset impairments ....... 0... cece cee eet ene nes 289 582 358 
Total costs and expenseS ....... 0... cee ee eee eee eee 8,709 8,905 7,103 
Results of operations before income taxes .............0 000 eee eee 5,310 4,023 4,007 
Provision fOr MCOME tAKES <<. ..46e hos Sscakg wrens 4904, Fw Ae ee we aes 831 1,793 1,313 
I(t 1600) 001 ae ee ea 4,479 2,230 2,694 
Less: Net income attributable to noncontrolling interests ......... 176 18 19 
Net income attributable to Hess Corporation ..................... $ 4,303 $2,212 $ 2,675 


Excluding the E&P items affecting comparability of earnings between periods in the table on page 28, the 
changes in E&P earnings are primarily attributable to changes in selling prices, production and sales volumes, 
cost of products sold, cash operating costs, depreciation, depletion and amortization, exploration expenses and 
income taxes, as discussed below. 


Selling Prices: Average crude oil realized selling prices were 13% higher in 2013 compared to 2012 due 
to a combination of hedging losses realized in 2012, the second quarter 2013 sale of the Corporation’s subsidiary 
in Russia which had significantly lower crude oil prices, and slightly higher average West Texas Intermediary 
(WTI) benchmark prices in 2013. Average crude oil realized selling prices were 3% lower in 2012 compared 
with 2011, primarily due to lower average WTI benchmark prices. 
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The Corporation’s average selling prices were as follows: 


2013 2012 2011 
Crude oil — per barrel (including hedging) 
United States 
ONSHORE? snes d dee ad oined deta nee ihew bakes $ 90.00 $ 84.78 $ 91.11 
OPSHOTE oy hh iis«, eroded ced ae ch th dna Be, ed ae oe Sah 103.83 101.80 104.83 
Total United States vc6.6.400600.4. 5088.5 dle eine oe be dae awe 95.50 92.32 98.56 
FULOPS cats cat eae ety uae pede yd AAO ae bw ed ein dos 4 88.03 74.14 80.18 
ATTICA) oa spcine dn pdeie sees Beek aie Moet eerie nae dem bale naa 108.70 89.02 88.46 
INSEL sooo sntat ik akties anand 4 bd boa oe OMA Adare A oR SAB haa oes 107.40 107.45 111.71 
WorldWide: iscib oa she wae boos Swede ee ee dae 98.48 86.94 89.99 
Crude oil — per barrel (excluding hedging) 
United States 
ONSHOTE: syed enh he ee at Mek eno $ 89.81 $ 85.66 $ 91.11 
OPPSHOTE: foc sc25hhck sisdceeoaie ices Sb rdeoo Renee oa 103.15 104.39 104.83 
Motal Wintel sS tates! «:es.s--5 as pene geen BRE aaa See Ee 95.11 93.96 98.56 
EUPOpe igh35.3)4 che stabtite eddie ehechetesdiaaeeass 87.45 75.06 80.18 
ATTICAL sceste, oi ekadnie ateios 43 Mee CR eae ead £084 baa 108.07 110.92 110.28 
ASIA. 6535, 4 Sewad Po 8 baa bao es beh toWad oie eee Re Saas 107.40 109.35 111.71 
WorldWide: ad s:oes gasped bea o'8 oe ecepesenesie ne, BS Rees dhs 98.01 93.70 95.60 
Natural gas liquids — per barrel 
United States 
Onshore sei5 5 kei s eeesee ee ties eae ere ss ead tee ee $ 43.14 $44.22 §$ 79.75 
OPES OTE. csecusnececoccev de ore ats Pera oe eon ere hones ena ane das 29.18 35.24 50.88 
Total United States 2... 0.0... 38.07 40.75 58.59 
BUPOPS: chose edt eweewne sb ede ites Adee ae dese ee ee 58.31 78.43 75.49 
ASIA 6h 0h NS ae ow Ge feiss See Ps Sad Be 74.94 77.92 72.29 
WorldWide? .04253 occas phe ued ee eons ee eats dane 40.68 47.81 62.72 
Natural gas — per mcf 
United States 
(ONSHORE 22-332 3 Ses ene ae oe erates, Fen tee Gace $ 308 $ 202 $ 3.16 
COPE SHOTE so seestoe erasers oire ate Mews. Ge eon arseh nates aren eee ais 2.83 2.15 3.54 
Total, United ‘States: 6 3.4 3 che a Geodesic eed A em outer eg ae 2.96 2.09 3.39 
BULOPG. and eddies y Ma cb ¥ae Hees eaneee $oe4 Beene 11.06 9.50 8.79 
Asia and other 5.648600 400 Saas o68 de was cde e eR EASES eS 7.50 6.90 6.02 
WorldWide? 2.5 tase actnate be 46 8 ie nce tens. whe eae doh 6.64 6.16 5.96 


Crude oil price hedging contracts increased E&P Sales and other operating revenues by $39 million 
($25 million after income taxes) in 2013, and reduced E&P Sales and other operating revenues by $688 million 
($431 million after income taxes) in 2012 and $517 million ($327 million after income taxes) in 2011. During 
2013, the Corporation had Brent crude oil fixed-price swap contracts to hedge 90,000 barrels of oil per day 
(bopd) of crude oil sales volumes at an average price of $109.70 per barrel. In 2012, the Corporation had Brent 
crude oil fixed-price swap contracts to hedge 120,000 bopd of crude oil sales volumes for the full year at an 
average price of $107.70 per barrel. In 2011 and 2012, the Corporation also realized hedge losses from 
previously closed Brent crude oil hedges that covered 24,000 bopd during the year. The Corporation has entered 
into Brent crude oil fixed-price swap contracts to hedge 25,000 bopd for calendar year 2014 at an average price 
of $109.12 per barrel. 


Production Volumes: The Corporation’s crude oil and natural gas production was 336,000 boepd in 2013, 


406,000 boepd in 2012 and 370,000 boepd in 2011. Approximately 72% in 2013, 75% in 2012 and 72% in 2011 of the 
Corporation’s production was from crude oil and natural gas liquids. 
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The Corporation currently expects total worldwide production to average between 305,000 boepd and 315,000 
boepd in 2014, excluding asset sales and any contribution from Libya, which has a net production capacity of 
approximately 25,000 boepd and is shut-in due to civil unrest in the country. 


The Corporation’s net daily worldwide production was as follows: 


2013 2012 2011 
— (In thousands) ~~ 
Crude oil — barrels per day 
United States 


BeakKOM, ois oe tas oe deta ant eens a sees, ath ete deat aces 55 47 26 
Other Onshore ........ 0.0.00: eee eee 10 13 11 
Lota OnShore x. 642018 5:6.6.30.6 DAs. ah aierean ges ba 65 60 37 

OPES OLE 0 Sess hed aehad else ss, ow as Ae Raed, dos GGL aCe wo the 43 48 44 
Total United States) ¢..s20 0 5:66 20.6 Aer, ace areas GAM 108 108 81 
| 110) 0, age a na a 44 84 89 
PRTTIAC AY o2.:ce & 8h g clsercivigp 3 an dotdoe anions Batlbnsey Sciede peesy Seas aee ib BOS n Sue 62 75 66 
PSU 5 dance ce osc leriea ee esos ae Gao ton eras Se eee 11 17 13 
MROUANY soe cg ct 5 ap toe fee suet hace apaouss geese f.adeee-taees 225 284 249 


Natural gas liquids — barrels per day 
United States 


BakKOD: og odoin dedoenp ete atiied aides Shana ee bated a baad 6 5 2 
Other Onshore? is, ashes cs eee deseo gia bee audtaches 6 eek 4 5 5 
‘TOtall ONSHOLE 9. seed a seesee eh eh moby deeds 88 10 10 7 
OPESH OLE 2g dseeer8, as wierd os 8 eee eta Bh aedtaseondes, Hare 5 6 6 
‘Total Winited States % oie os aneancesoken oa deed aes os 15 16 13 
BUrOpe: 4. cceayeegeke eas shade bes eatin deh Ha 1 2 3 
POST ct char cetche see secice bear ced ena ed ane tnensat iva extend, iteacstteateee iets 1 1 1 
MOU se. s5 atene, cece Geacan cece era need ee irate wast etal dees nyaaen pee cde 17 19 17 


Natural gas — mcf per day 
United States 


BakKen: scre34.5.0 fabs tou se eceleeeeae beth bide sailas 38 27 13 
Other OnshOre> sc s..:- swede cseckciere ete deren veces Socle Gate 25 27 26 
"LOtal OnShore: ¢.i0% dcad see ew bee decd G b-tw ae 63 54 39 
COTESHOTE: 2.9 bes cs Said woe heth doesn es Roeeee bie Gro ove ee 61 65 61 
Total United States: «20% dcs.igarctiwveeses bode S bee dats 124 119 100 
BULOpe.. 626-42 ncng sad nies ceca Ue aes bee di ecead en 23 43 81 
ASia and OtheD 2. voc oe ee ObS Ae eae kek g eA wae 418 454 442 
NOt ¢222 4 stiars Cans ddoecd ccatiesiteses bette sees 565 616 623 
Barrels of oil equivalent — per day*................. 336 =6©406 = 3370 


* Reflects natural gas production converted on the basis of relative energy content (six mcf equals one barrel). Barrel of oil equivalence does 
not necessarily result in price equivalence as the equivalent price of natural gas on a barrel of oil equivalent basis has been substantially 
lower than the corresponding price for crude oil over the recent past. In addition, natural gas liquids do not sell at prices equivalent to 
crude oil. See the average selling prices on page 25. 


United States: Crude oil, natural gas liquids and natural gas production was comparable in 2013 and 2012, as 
higher production from the Bakken oil shale play was partly offset by natural decline and maintenance in the other U.S. 
assets. Crude oil, natural gas liquids and natural gas production was higher in 2012 compared with 2011, primarily due to 
new wells in the Bakken oil shale play. In the second quarter of 2012, production restarted following the successful 
workover of a well in the Llano Field, which had been shut-in for mechanical reasons since the first quarter of 2011. 


Europe: Crude oil and natural gas production was lower in 2013 compared to 2012, primarily due to asset 
sales. The Bittern and Schiehallion fields in the UK North Sea, which were sold in the second half of 2012, were 
producing at an aggregate net rate of approximately 12,000 boepd at the time of sale. The Beryl] fields, also in the UK 
North Sea, which were producing at an aggregate net rate of approximately 10,000 boepd at the time of sale, were sold 
in the first quarter of 2013, and the Corporation’s Russian subsidiary, which was producing approximately 50,000 
boepd at the time of sale, was sold in April 2013. Crude oil production in 2012 was lower than 2011, primarily due to 
the downtime at the Valhall Field in Norway, during the second half of 2012. Natural gas production was lower in 2012 
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compared with 2011, primarily due to the sale of the Snohvit Field, offshore Norway, in January 2012, downtime at the 
Valhall Field and natural decline at the Beryl] fields in the UK North Sea. 


Africa: Crude oil production in Africa was lower in 2013 compared to 2012, primarily due to the 
shutdown of the Es Sider terminal in Libya in the third quarter of 2013, following civil unrest in the country. In 
addition, offshore Equatorial Guinea production was lower due to decline at the Okume Complex, partially offset 
by new production from the Ceiba Field. Crude oil production increased in 2012 compared with 2011 mainly due 
to the resumption of production in Libya, partly offset by lower production in Equatorial Guinea due to 
downtime and natural field decline. 


Asia and Other: Crude oil production was lower in 2013 compared to 2012, mainly due to the sale in 
March 2013 of the Corporation’s interest in the Azeri-Chirag-Guneshli (ACG) fields in Azerbaijan. The assets 
were producing at a net rate of approximately 6,000 boepd at the time of sale. Natural gas production was lower 
in 2013 compared to 2012, mainly due to lower production entitlement at the Joint Development Area of 
Malaysia/Thailand (JDA) together with lower production at the Pangkah Field in Indonesia following the 
facility’s shutdown for planned maintenance in the second quarter of 2013. Natural gas production in 2012 was 
higher than 2011, primarily due to new wells at the Pangkah Field in Indonesia and a full year’s contribution 
from the Gajah Baru Complex at the Natuna A Field in Indonesia, which commenced production in the fourth 
quarter of 2011. 


Sales Volumes: The Corporation’s worldwide sales volumes were as follows: 


2013 2012 2011 
(In thousands) 
Crude oil — barrels .. 0... eee eens 82,402 101,770 92,235 
Natural gas liquids — barrels ............. 0.00 .0000 0000005 6,244 7,138 6,346 
Natural gas — mcf ... 0.0... eee 206,122 225,607 227,331 
Barrels of oil equivalent® ........... 2.0.00. 0 cece eee eee 123,000 146,510 136,470 
Crude oil — barrels per day ........... 0.0.0... 0 eee eee eee 226 278 253 
Natural gas liquids — barrels per day ...................00.0. 17 19 17 
Natural gas — mcf per day ...... 2... 0... eee eee eee 565 616 623 
Barrels of oil equivalent per day* ....................00000. 337 400 374 


* 


Reflects natural gas production converted on the basis of relative energy content (six mcf equals one barrel). Barrel of oil equivalence does 
not necessarily result in price equivalence as the equivalent price of natural gas on a barrel of oil equivalent basis has been substantially 
lower than the corresponding price for crude oil over the recent past. In addition, natural gas liquids do not sell at prices equivalent to 
crude oil. See the average selling prices on page 25. 


Cost of Products Sold: Cost of products sold is mainly comprised of costs relating to the purchases of 
crude oil, natural gas liquids and natural gas from the Corporation’s partners in Hess operated wells or other third 
parties. The increase in Cost of products sold in the 2013 compared with 2012 and 2011 principally reflected 
higher volumes of crude oil purchases from third parties. 


Cash Operating Costs: Cash operating costs, consisting of Operating costs and expenses, Production and 
severance taxes and General and administrative expenses, decreased by $201 million in 2013 compared with 
2012 and increased by $401 million in 2012 compared with 2011. The decrease in 2013 was due to lower 
production taxes mainly due to the sale of the Corporation’s Russian operations, lower transportation costs, lower 
lease operating expenses and employee costs, partly offset by severance charges and other exit costs incurred as 
part of the Corporation’s transformation to a pure play E&P company. The increase in costs in 2012 reflects 
higher production taxes as a result of increased production volumes at the Bakken oil shale play and in Russia, 
together with higher operating and maintenance costs at the Valhall Field in Norway, the Llano Field, offshore 
U.S. in the Gulf of Mexico and the Bakken, onshore in the U.S. 
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Depreciation, Depletion and Amortization: Depreciation, depletion and amortization charges decreased by 
$182 million in 2013 and increased by $548 million in 2012, compared with the corresponding amounts in prior years. 
The decrease in 2013 primarily reflects asset sales and the mix of production volumes. The increase in 2012 was 
primarily due to higher volumes and per barrel costs associated with the assets that contributed the production growth. 


Excluding items affecting comparability of earnings between periods in the table below, cash operating 
costs per barrel of oil equivalent were $22.63 in 2013, $20.63 in 2012 and $19.71 in 2011 and depreciation, 
depletion and amortization costs per barrel of oil equivalent were $21.61 in 2013, $19.20 in 2012 and $17.06 in 
2011. Total production unit costs were $44.24 per boe in 2013, $39.83 per boe in 2012 and $36.77 per boe in 
2011. Excluding assets sold, classified as held for sale, and any contribution from Libyan operations, pro forma 
total production unit costs for 2013 were $49.80 per boe. 


For 2014, cash operating costs are estimated to be in the range of $20.50 to $21.50 per barrel and depreciation, 
depletion and amortization costs are estimated to be in the range of $29.00 to $30.00 per barrel, resulting in total 
production unit costs of $49.50 to $51.50 per barrel of oil equivalent assuming no contribution from Libya. 


Exploration Expenses: Exploration expenses decreased in 2013 compared to 2012, primarily due to lower 
dry hole expenses and geological and seismic expenses partly offset by higher leasehold amortization expenses. 
Dry hole expenses in 2013 included an amount to write-off previously capitalized wells in Area 54, offshore 
Libya. Leasehold amortization expenses in 2013 included a charge to write-off the Corporation’s leasehold 
acreage in the Marcellus, onshore U.S. Exploration expenses decreased in 2012 compared to 2011, primarily due 
to lower dry hole expenses and lease amortization. Dry hole expenses in 2012 included amounts associated with 
two exploration wells, Ness Deep in the Gulf of Mexico and Ajek-1, offshore Indonesia. 


Income Taxes: Excluding the impact of items affecting comparability of earnings between periods 
provided below, the effective income tax rates for E&P operations were 43% in 2013, 45% in 2012 and 38% in 
2011. The decrease in the effective income tax rate in 2013 compared with 2012 was primarily due to the impact 
of shut-in production in Libya from the third quarter of 2013. The increase in the effective income tax rate in 
2012 compared with 2011 was predominantly due to the resumption of Libyan operations, which were shut-in for 
substantially all of 2011. The effective income tax rate for E&P operations in 2014, excluding items affecting 
comparability of earnings, is estimated to be in the range of 37% to 41% assuming no contribution from Libya. 


Items Affecting Comparability of Earnings Between Periods: Reported E&P earnings included the 
following items affecting comparability of income (expense) before and after income taxes: 


Before Income Taxes After Income Taxes 
2013 2012 2011 2013 2012 2011 
(In millions) 
Gains on asset sales, net..............5. $2,195 $584 $446 $2,145 $557 $413 
Noncontrolling interest share of gain on 
ASSet Sale .o5se-dg oo Swdas Swaps (168) — — (168) — — 

Asset impairments ...............2000- (289) (582) (358) (187) (344) (140) 
Dry hole and other expenses ............ (260) (86) — (163) (56) — 
Leasehold amortization ................ (38) — — (23) —_ — 
Employee severance* ...............00- (67) — — (55) — — 
Facility and other exit costs ............. (62) — — (62) — — 
Income tax adjustments ................ — — — 624 (201) (29) 


$1,311 $ (84) $ 88 $2,111 $ (44) $ 244 


* Amounts are net of the reversal of share-based compensation expense of $8 million ($7 million after income taxes) for expected stock grant 
forfeitures. 


2013: In the fourth quarter, the Corporation announced the sale of its Indonesian assets for after-tax proceeds 
of approximately $1.3 billion. The sale was executed in two separate transactions with the sale of Natuna A 
completing in December 2013 and the sale of Pangkah closing in January 2014, as a result of a partner exercising 
their preemptive rights. The sale of Natuna A, which had sales proceeds of approximately $656 million, resulted in 
a pre-tax gain of $388 million ($343 million after income taxes). The Natuna Field was producing at an aggregate 
net rate of approximately 5,500 boepd at the time of sale and had a total of 21 million boe of proved reserves at 
December 31, 2012. The Corporation recorded a pre-tax asset impairment charge of $289 million ($187 million 
after income taxes) related to Pangkah to adjust its carrying value to its fair value at December 31, 2013. In April, 
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the Corporation completed the sale of its Russian subsidiary, Samara-Nafta, for cash proceeds of $2.1 billion after 
working capital and other adjustments. Based on the Corporation’s 90% interest in Samara-Nafta, after-tax proceeds 
to Hess were approximately $1.9 billion. This transaction resulted in a nontaxable gain on sale of $1,119 million, of 
which $168 million related to the noncontrolling interest holder’s share, resulting in a net gain attributable to the 
Corporation of $951 million. Samara-Nafta was producing at an aggregate net rate of approximately 50,000 boepd 
at the time of sale and had a total of 82 million boe of proved reserves at December 31, 2012. In the first quarter of 
2013, the Corporation completed the sale of its interests in the Beryl fields in the UK North Sea for cash proceeds of 
$442 million, resulting in a pre-tax gain of $328 million ($323 million after income taxes) and the sale of its 
interests in the Azeri-Chirag-Guneshli (ACG) fields, offshore Azerbaijan in the Caspian Sea, for cash proceeds of 
$884 million, resulting in a pre-tax gain of $360 million ($360 million after income taxes). These assets were 
producing at an aggregate net rate of approximately 16,000 boepd at the time of sale and had a total of 38 million 
boe of proved reserves at December 31, 2012. See also Note 2, Dispositions in the notes to the Consolidated 
Financial Statements. 


In December 2013, the Corporation recorded dry hole costs of $260 million ($163 million after income 
taxes) associated with Area 54, offshore Libya due to continued civil unrest in the country. The Corporation also 
recorded a pre-tax charge of $38 million ($23 million after income taxes) to write-off the Corporation’s leasehold 
acreage in the Marcellus, onshore U.S. 


During 2013, the Corporation recorded net pre-tax charges of $129 million ($117 million after income 
taxes) for severance, non-cash charges associated with the cessation of use of certain leased office space and 
other exit costs, resulting from its planned divestitures and transformation into a more focused pure play E&P 
company. See also Note 4, Exit and Disposal Costs in the notes to the Consolidated Financial Statements. 


In December 2013, Denmark enacted a new hydrocarbon income tax law that resulted in a combination of 
changes to tax rates, revisions to the amount of uplift allowed on capital expenditures and special transition rules. 
As a consequence of the tax law change, the Corporation recorded a deferred tax asset of $674 million. In 
addition, during 2013, the Corporation recorded a non-cash income tax charge of $28 million as a result of a 
planned asset divestiture and a charge of $22 million relating to the repatriation of foreign earnings. 


2012: The Corporation completed the sale of its interests in the Schiehallion Field (Hess 16%) and the 
Bittern Field (Hess 28%), which are both located in the UK North Sea, as well as the Snohvit Field (Hess 3%), 
offshore Norway, for total cash proceeds of $843 million. These transactions resulted in pre-tax gains totaling 
$584 million ($557 million after income taxes). These assets were producing at an aggregate net rate of 
approximately 15,000 boepd at the time of sale and had a total of 83 million boe of proved reserves at 
December 31, 2011. See also Note 2, Dispositions in the notes to the Consolidated Financial Statements. 


The Corporation recorded asset impairment charges totaling $582 million ($344 million after income taxes). 
These impairment charges consisted of $374 million ($228 million after income taxes) associated with the 
divestiture of assets in the Eagle Ford Shale in Texas and $208 million ($116 million after income taxes) related 
to non-producing properties in the UK North Sea. 


During 2012, the Corporation decided to cease further development and appraisal activities in Peru. As a 
result, the Corporation recorded exploration expenses totaling $86 million ($56 million after income taxes) to 
write-off its exploration assets in the country. 


In July 2012, the government of the UK changed the supplementary income tax rate applicable to 
deductions for dismantlement expenditures to 20% from 32%. As a result, the Corporation recorded a one-time 
charge in the third quarter of 2012 of $115 million for deferred taxes related to asset retirement obligations in the 
UK. In the fourth quarter of 2012, the Corporation recorded an income tax charge of $86 million for a disputed 
application of an international tax treaty. 


2011: The Corporation completed the sale of its interests in certain natural gas producing assets in the UK 
North Sea, the Snorre Field (Hess 1%), offshore Norway, and the Cook Field (Hess 28%) in the UK North Sea 
for total cash proceeds of $490 million. These disposals resulted in pre-tax gains totaling $446 million 
($413 million after income taxes). These assets had an aggregate net productive capacity of approximately 
17,500 boepd at the time of sale. 


In the third quarter of 2011, the Corporation recorded asset impairment charges of $358 million ($140 
million after income taxes) related to increases in the Corporation’s estimated abandonment liabilities for non- 
producing properties. 


In July 2011, the UK increased the supplementary tax rate on petroleum operations to 32% from 20%. As a 
result, the Corporation recorded a charge of $29 million to increase deferred tax liabilities in the UK. 
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Corporate and Interest 


The following table summarizes corporate and interest expenses: 


2013 2012 2011 
(In millions) 
Corporate expenses (excluding items affecting comparability) .......... $263 $262 $ 260 
Interest Cxpense 035 ctdug eee ns vee Ae edie gliteae Phat oo Pee 466 447 396 
Less: Capitalized interests wdic see saeud Mad eeeeernad dene oleae es (60) (28) (13) 
Interest Expense; MEt iavaiadids bs cee oRd HaGet no Ree asad eraneeoraess 406 419 383 
Corporate and Interest expenses before income taxes ................. 669 681 643 
Income taxes (DENETES) soc. ees ced ane gides neaie dae ees Reena ene anne ark (253) (263) (255) 
Net Corporate and Interest expenses after income taxes ............... 416 418 388 
Items affecting comparability of earnings between periods, after-tax ... 24 _— 


Total Corporate and Interest expenses after income taxes .............. $440 $418 $ 388 


Corporate expenses were comparable in 2013, 2012 and 2011. After-tax corporate expenses in 2014 are 
estimated to be in the range of $125 million to $135 million, down from adjusted expenses excluding items 
affecting comparability provided below of $161 million in 2013. 


The decrease in 2013 interest expense, net primarily reflects higher capitalized interest related to the 
Tubular Bells and North Malay Basin projects. The increase in 2012 interest expense, net principally reflects 
higher average debt and bank facility fees, partially offset by higher capitalized interest due to the sanctioning of 
the Tubular Bells project in September 2011. After-tax interest expense in 2014 is expected to be in the range of 
$225 million to $235 million, down from $255 million in 2013. 


Items Affecting Comparability of Earnings Between Periods: Reported Corporate and Interest expenses 
included the following items affecting comparability of income (expense) before and after income taxes: 


Before Income Taxes After Income Taxes 
2013 2012 2011 2013 2012 2011 


(In millions) 
Employee severance* ...........00.000 eee $ (21) $— $— $13) $— $— 
Facility and other exit costs ................. (17) — — (11) — — 


$ (38) $— $— $24 $— $— 


* Amounts are net of the reversal of share-based compensation expense of $8 million ($5 million after income taxes) for expected stock grant 
forfeitures. 


During 2013, the Corporation recorded net pre-tax severance charges of $21 million ($13 million after 
income taxes) related to the Corporation’s transformation into a pure play E&P company. In addition, the 
Corporation incurred a pre-tax charge of $17 million ($11 million after income taxes) associated with the 
cessation of certain leased office space in 2013. 


Downstream Businesses 


Downstream businesses reported income of $1,189 million in 2013, income of $231 million in 2012 and a 
loss of $584 million in 2011. The downstream businesses comprise the Corporation’s retail, energy marketing, 
terminal, energy trading and refining operations. Excluding items affecting comparability of earnings between 
periods provided below, the downstream businesses generated earnings of $116 million in 2013, earnings of $160 
million in 2012 and a loss of $59 million in 2011. These results reflect earnings from marketing operations and 
Port Reading refining activities which were permanently shut down in February 2013. In 2011, the Corporation’s 
share of HOVENSA’s results was a loss of $198 million. 
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Items Affecting Comparability of Earnings Between Periods: Reported earnings for the downstream 
businesses included the following items affecting comparability of income (expense) before and after income taxes: 
Before Income Taxes After Income Taxes 
2013 2012 2011 2013 2012 2011 


(In millions) 


Gains on asset sales, net .............0 0.00000 e eee $1,500 $ — $ — $ 995 $ — $ — 
LIFO inventory liquidations ....................0.. 678 165 — 414 104 — 
Facility and other exit costs .. 0.0.0... 0... e ee eee eee (59) — — (36) — — 
Employee severance* .......... 00.0. eee eee eee eee (131) — — (80) — — 
Asset impairments ....... 0.0... e cece eee eee (80) (43) — (51) (33) — 
Port Reading refinery shutdown costs ..............- (82) — — (49) — — 
Other Charges: seni gacswnseee bas oe ee ee Sede (173) — — (106) = — — 
Income tax adjustments .............. 000000 eee ee —_— — — qd4) — — 
Charges related to equity investment in HOVENSA .... — — (875) — — (525) 


$1,653 $ 122 $(875) $1,073 $ 71 $(525) 


* Amounts are net of the reversal of share-based compensation expense of $17 million ($10 million after income taxes) for expected stock 
grant forfeitures. 

2013: In December 2013, the Corporation sold its U.S. East Coast terminal network, St. Lucia terminal and 
related businesses for cash proceeds of approximately $1.0 billion. The transaction resulted in a pre-tax gain of 
$739 million ($531 million after income taxes). In November 2013, the Corporation sold its energy marketing 
business for cash proceeds of approximately $1.2 billion which resulted in a pre-tax gain of $761 million 
($464 million after income taxes). In addition, the Corporation recognized pre-tax gains of $678 million 
($414 million after income taxes) relating to the liquidation of last-in, first-out (LIFO) inventories as a result of 
ceasing refining operations and the sales of its energy marketing and terminals businesses. During the year, the 
Corporation incurred $131 million ($80 million after income taxes) of net employee severance charges and 
$59 million ($36 million after income taxes) of other exit costs, including legal and professional fees. The 
Corporation also incurred charges of $173 million ($106 million after taxes) for legal, environmental, non-cash 
mark-to-market adjustments in energy marketing and other charges and $14 million for an income tax adjustment. 
As a result of the permanent shutdown of the Port Reading refining facility, the Corporation recorded charges of 
$82 million ($49 million after income taxes) for shutdown related costs and $80 million ($51 million after income 
taxes) for asset impairments. 


2012: In 2012, the Corporation recorded pre-tax income of $165 million ($104 million after income taxes) 
from the partial liquidation of LIFO inventories. The Corporation also recorded pre-tax charges of $43 million 
($33 million after income taxes) for asset impairments to certain marketing properties and other charges. 


2011: The Corporation recorded a charge of $875 million ($525 million after income taxes) due to the 
impairment recorded by HOVENSA and other charges associated with its decision to shut down the refinery. The 
Corporation’s share of the impairment related losses recorded by HOVENSA represented an amount equivalent 
to the Corporation’s financial support to HOVENSA at December 31, 2011, its planned future funding 
commitments for costs related to the refinery shutdown, and a charge of $135 million for the write-off of related 
assets held by the subsidiary which owns the Corporation’s investment in HOVENSA. A deferred income tax 
benefit of $350 million, consisting primarily of U.S. income taxes, was recorded on the Corporation’s share of 
HOVENSA’s impairment and refinery shutdown related charges. 


Liquidity and Capital Resources 


The following table sets forth certain relevant measures of the Corporation’s liquidity and capital resources 
at December 31: 


2013 2012 
(In millions) 
Cash and cash equivalents ....... 0.0.0... eee cece teens $ 1,814 $ 642 
Short-term debt and current maturities of long-term debt .................. $ 378 $ 787 
POtal Gebts sss cigacses, Suskh a aseeasans aches 37a easier nde gine Me toweea aah. Sea $ 5,798 $ 8,111 
TOtal\equity’ soho cence bonds aah 88 nat eed nes eR ge Hare we OSS Re $24,784 $21,203 
Debt to capitalization ratio* 2.0... ccs 19.0% 27.7% 


* Total debt as a percentage of the sum of total debt plus equity. 
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Cash Flows 


The following table sets forth a summary of the Corporation’s cash flows: 


2013 2012 2011 
(In millions) 


Cash flows from operating activities 


Cash provided by operating activities — continuing operations ............... $ 3,589 $ 5,573 $ 4,910 
Cash provided by operating activities — discontinued operations ............. 1,281 87 74 
Net cash provided by operating activities ..................00.0 0.00000. 4,870 5,660 4,984 
Cash flows from investing activities 
Capital expenditures: is sec05 cans ok near ehe eee aang cad ge ee sewers ee kaa. s (5,840) = (7,743) (6,941) 
Proceeds from asset sales... 2.0... 0. ccc ett n eens 4,458 843 490 
Other, Nt vies ts saieed Were tine y eee aad Same aye be Sie GEES (224) (60) (50) 
Cash provided by (used in) investing activities — continuing operations ....... (1,606) (6,960) (6,501) 
Cash provided by (used in) investing activities — discontinued operations ...... 2,184 (91) (65) 
Net cash provided by (used in) investing activities ..................000.. 578 (7,051) (6,566) 
Cash flows from financing activities 
Cash provided by (used in) financing activities — continuing operations ....... (4,274) 1,684 327 
Cash provided by (used in) financing activities — discontinued operations ...... (2) (2) (2) 
Net cash provided by (used in) financing activities ..................000.. (4,276) 1,682 325 
Net increase (decrease) in cash and cash equivalents $ 1,172 $ 291 $ (1,257) 


Operating Activities: Net cash provided by operating activities amounted to $4,870 million in 2013 
compared with $5,660 million in 2012, reflecting decreases in cash flows from changes in working capital. 
Operating cash flow increased to $5,660 million in 2012 from $4,984 million in 2011 principally reflecting higher 
operating earnings and increases in cash flows from changes in working capital. 


Investing Activities: The following table summarizes the Corporation’s capital expenditures: 


2013 2012 2011 
(In millions) 


Exploration and Production 


J >.q0) (0) ¢:1 810) «esac ar a ee ere $ 602 $ 619 $ 869 
Production and development ........... 0... cece eect eee eee 5,051 6,790 4,673 
Acquisitions (including leaseholds) .......... 0.0.0.0... 0c cece eee eee 56 267 1,346 
Total Exploration and Production .......... 0.0.00... eee eee eee ee 5,709 7,676 6,888 
Retail Marketing and Other. cscsa.c ceisia es hk eG Gk eee eee ead ag dea Re 73 61 50 
COMPOTate 2. cis wings some ee eae adie eee an Re ead eee ee Se tink oak och ethos 58 6 3 
Total capital expenditures — continuing operations ..................., 5,840 7,743 6,941 
Downstream businesses — discontinued operations ..................005. 33 a2 65 
Total capital expenditures ........ 0... ec eee cee ee eee ences $ 5,873 $ 7,795 $ 7,006 


The decrease in capital expenditures in 2013 as compared to 2012 was mainly due to reduced capital expenditures in the 
Bakken, resulting from fewer drilling rigs being operated in the field as well as lower costs per well, and at the Valhall Field 
following the completion of the redevelopment project in January 2013 as well as asset sales. The increased spend on capital 
expenditures in 2012 compared to 2011 primarily reflected additional spending at the Bakken oil shale play as a result of 
more drilling rigs operated in the field, higher working interest wells and increased spending on field infrastructure projects. 
Capital expenditures in 2011 included acquisitions of approximately $800 million for 195,000 net acres in the Utica Shale 
play in Ohio, $214 million for interests in two blocks in the Kurdistan Region of Iraq and $116 million for an additional 4% 


interest in the South Arne Field in Denmark. 
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Total proceeds from the sale of E&P assets was approximately $4.5 billion in 2013, $843 million in 2012 
and $490 million in 2011. Completed sales in 2013 included the Corporation’s interests in the Beryl, ACG, Eagle 
Ford and Natuna A fields, its Russian subsidiary, Samara-Nafta, and proceeds of approximately $2.2 billion from 
the sale of the Corporation’s energy marketing operations and its U.S. East Coast terminal network, St. Lucia 
terminal and related businesses. 


Financing Activities: During 2013, the Corporation repaid a net amount of $2,348 million under available 
credit facilities and repaid $136 million of other debt. The net repayments under the credit facilities consisted of 
$990 million on the Corporation’s short-term credit facilities, $758 million on its syndicated revolving credit 
facility and $600 million on its asset backed credit facility. During 2012, the Corporation borrowed a net of 
$1,845 million from available credit facilities, which consisted of borrowings of $758 million from its syndicated 
revolving credit facility, $890 million from its short-term credit facilities and $250 million from its asset-backed 
credit facility, partially offset by net repayments of other debt of $53 million. During 2011, net borrowings on 
available credit facilities were $422 million. 


In 2013, the Corporation used approximately $1.5 billion of cash from the proceeds of its asset divestiture 
program, for the repurchase of common shares under a board authorized $4 billion repurchase plan. Total 
common stock dividends paid were $235 million in 2013, $171 million in 2012 and $136 million in 2011. In the 
third quarter of 2013, the Corporation increased its quarterly dividend to $0.25 per common share, from $0.10 
per share. In 2012, the Corporation made five quarterly common stock dividend payments as a result of 
accelerating payment of the fourth quarter 2012 dividend, which historically would have been paid in the first 
quarter of 2013. The Corporation received net proceeds from the exercise of stock options, including related 
income tax benefits of $128 million, $11 million and $88 million in 2013, 2012 and 2011, respectively. 


Future Capital Requirements and Resources 


The Corporation anticipates investing a total of approximately $5.8 billion in capital and exploratory expenditures 
during 2014 for E&P operations and approximately $350 million for retail marketing primarily for the acquisition of its 
partner’s interest in the WilcoHess joint venture. The Corporation expects to fund its 2014 projected cash flow deficit, 
including capital expenditures, dismantlement obligations, dividends, pension contributions, debt repayments and share 
repurchases under its Board authorized plan, with existing cash on-hand, cash flows from operations and proceeds 
from asset sales. Looking forward, the Corporation expects its continued production growth, driven largely by the 
Bakken, Valhall and Tubular Bells, to generate free cash flow post 2014 at $100 Brent prices. 


Crude oil and natural gas prices are volatile and difficult to predict. In addition, unplanned increases in the 
Corporation’s capital expenditure program could occur. If conditions were to change, such as a significant 
decrease in commodity prices or an unexpected increase in capital expenditures, the Corporation would take 
steps to protect its financial flexibility and may pursue other sources of liquidity, including discontinuing stock 
repurchases, reducing its planned capital program, utilizing existing credit facilities, issuing debt and equity 
securities, and/or further asset sales. 

The table below summarizes the capacity, usage, and available capacity of the Corporation’s borrowing and 
letter of credit facilities at December 31, 2013: 


Expiration Letters of Available 
Date Capacity Borrowings Credit Issued Total Used Capacity 

(In millions) 
Revolving credit facility ............. April 2016 $4,000 §$ — §$ — § — §$ 4,000 
Committed lines ................... Various* 1,640 — 274 274 1,366 
Uncommitted lines ................. Various* 136 — 136 136 _ 
DOtal .30560.0.de¥ letww pat Fae has $5,776 $ — §$ 410 $ 410 $ 5,366 


* Committed and uncommitted lines have expiration dates through 2015. 


The Corporation’s $410 million in letters of credit outstanding at December 31, 2013 were primarily issued 
to satisfy margin requirements. See also Note 23, Risk Management and Trading Activities in the notes to the 
Consolidated Financial Statements. 

The Corporation has a $4 billion syndicated revolving credit facility that matures in April 2016. This facility 
can be used for borrowings and letters of credit. Borrowings on the facility bear interest at 1.25% above the 
London Interbank Offered Rate. A fee of 0.25% per annum is also payable on the amount of the facility. The 
interest rate and facility fee are subject to adjustment if the Corporation’s credit rating changes. The Corporation 
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also had a 364 day asset-backed-credit facility, which was terminated in September 2013. 


The Corporation’s long-term debt agreements, including the revolving credit facility, contain financial 
covenants that restrict the amount of total borrowings and secured debt. At December 31, 2013, the Corporation 
is permitted to borrow up to an additional $35.5 billion for the construction or acquisition of assets. The 
Corporation has the ability to borrow up to an additional $5.9 billion of secured debt at December 31, 2013. 


The Corporation also has a shelf registration under which it may issue additional debt securities, warrants, 
common stock or preferred stock. 
Credit Ratings 


There are three major credit rating agencies that rate the Corporation’s debt. All three agencies have 
currently assigned an investment grade rating with a stable outlook to the Corporation’s debt. The interest rates 
and facility fees charged on some of the Corporation’s credit facilities, as well as margin requirements from risk 
management and trading counterparties, are subject to adjustment if the Corporation’s credit rating changes. 


Contractual Obligations and Contingencies 


The following table shows aggregate information about certain contractual obligations at December 31, 
2013: 


Payments Due by Period 
2015 and 2017 and 
Total 2014 2016 2018 Thereafter 
(In millions) 
Total debt?’ ie .53.04:284 hai See eR ORGS RAS OAS $5,798 $ 378 $ 152 $ 147 §$ 5,121 
Operating leases sci ocae ri urate cateer ss oiugwe 2,532 805 656 228 843 
Purchase obligations 
Supply commitments ....................00000. 4,081 3,635 112 104 230 
Capital expenditures and other investments ........ 3,558 1,911 1,178 389 80 
Operating expenses ........... 0.0.0.0 .0 0000008 1,157 787 304 60 6 
Other abilities’ ~.2...ocucwenced earn check ea eed deed 3,736 615 582 366 2,173 


* 


At December 31, 2013, the Corporation’s debt bears interest at a weighted average rate of 6.1%. 


Supply commitments include term purchase agreements at market prices for a portion of the gasoline 
necessary to supply the Corporation’s retail marketing system. In addition, the Corporation has commitments to 
purchase refined petroleum products, natural gas and electricity on behalf of Direct Energy to supply contracted 
customers from its divested energy marketing business until the customer contracts transfer to Direct Energy, 
which is expected to be substantially complete in the first half of 2014. See Item 7A. Quantitative and Qualitative 
Disclosures About Market Risk and Note 23, Risk Management and Trading Activities. These commitments 
were computed based predominately on year-end market prices. 


The table also reflects future capital expenditures, including the portion of the Corporation’s planned capital 
expenditure program for 2014 that was contractually committed at December 31, 2013. Obligations for operating 
expenses include commitments for transportation, seismic purchases, oil and gas production expenses and other 
normal business expenses. Other long-term liabilities reflect contractually committed obligations in the 
Consolidated Balance Sheet at December 31, 2013, including asset retirement obligations, pension plan liabilities 
and estimates for uncertain income tax positions. 


The Corporation and certain of its subsidiaries, lease gasoline stations, drilling rigs, tankers, office space 
and other assets for varying periods under leases accounted for as operating leases. 


The Corporation is contingently liable under $117 million of letters of credit of other entities directly related 
to its business at December 31, 2013. 
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Off-balance Sheet Arrangements 


The Corporation has leveraged leases not included in its Consolidated Balance Sheet, primarily related to 
retail gasoline stations that the Corporation operates. The net present value of these leases is $238 million at 
December 31, 2013 compared with $342 million at December 31, 2012. In connection with the planned 
divestiture of its retail operations, the Corporation plans to either buyout these leveraged leases or sublet the 
retail gas stations to the divested operations. The Corporation estimates that it will incur an after-tax charge of 
approximately $100 million in connection with a buyout or sublet of the leases. If these leases were included as 
debt, the Corporation’s December 31, 2013 debt to capitalization ratio would increase to 19.6% from 19.0%. 


See also Note 20, Guarantees and Contingencies in the notes to the Consolidated Financial Statements. 


Foreign Operations 


The Corporation conducts exploration and production activities outside the U.S., principally in Europe (Norway, 
Denmark and France), Africa (Equatorial Guinea, Libya, Algeria and Ghana) and Asia and Other (Malaysia, Thailand, 
Australia, Brunei, the Kurdistan region of Iraq and China). Therefore, the Corporation is subject to the risks associated 
with foreign operations, including political risk, acts of terrorism, tax law changes and currency risk. 


See also Item 1A. Risk Factors Related to Our Business and Operations. 


Accounting Policies 


Critical Accounting Policies and Estimates 


Accounting policies and estimates affect the recognition of assets and liabilities in the Corporation’s 
Consolidated Balance Sheet and revenues and expenses in the Statement of Consolidated Income. The 
accounting methods used can affect net income, equity and various financial statement ratios. However, the 
Corporation’s accounting policies generally do not change cash flows or liquidity. 


Accounting for Exploration and Development Costs: E&P activities are accounted for using the 
successful efforts method. Costs of acquiring unproved and proved oil and gas leasehold acreage, including lease 
bonuses, brokers’ fees and other related costs, are capitalized. Annual lease rentals, exploration expenses and 
exploratory dry hole costs are expensed as incurred. Costs of drilling and equipping productive wells, including 
development dry holes, and related production facilities are capitalized. In production operations, costs of 
injected CO, for tertiary recovery are expensed as incurred. 


The costs of exploratory wells that find oil and gas reserves are capitalized pending determination of 
whether proved reserves have been found. Exploratory drilling costs remain capitalized after drilling is 
completed if (1) the well has found a sufficient quantity of reserves to justify completion as a producing well and 
(2) sufficient progress is being made in assessing the reserves and the economic and operational viability of the 
project. If either of those criteria is not met, or if there is substantial doubt about the economic or operational 
viability of the project, the capitalized well costs are charged to expense. Indicators of sufficient progress in 
assessing reserves and the economic and operating viability of a project include: commitment of project 
personnel, active negotiations for sales contracts with customers, negotiations with governments, operators and 
contractors and firm plans for additional drilling and other factors. 


Crude Oil and Natural Gas Reserves: The determination of estimated proved reserves is a significant 
element in arriving at the results of operations of exploration and production activities. The estimates of proved 
reserves affect well capitalizations, the unit of production depreciation rates of proved properties and wells and 
equipment, as well as impairment testing of oil and gas assets and goodwill. 


For reserves to be booked as proved they must be determined with reasonable certainty to be economically 
producible from known reservoirs under existing economic conditions, operating methods and government 
regulations. In addition, government and project operator approvals must be obtained and, depending on the 
amount of the project cost, senior management or the Board of directors must commit to fund the project. The 
Corporation maintains its own internal reserve estimates that are calculated by technical staff that work directly 
with the oil and gas properties. The Corporation’s technical staff updates reserve estimates throughout the year 
based on evaluations of new wells, performance reviews, new technical data and other studies. To provide 
consistency throughout the Corporation, standard reserve estimation guidelines, definitions, reporting reviews 
and approval practices are used. The internal reserve estimates are subject to internal technical audits and senior 
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management review. The Corporation also engages an independent third party consulting firm to audit 
approximately 80% of the Corporation’s total proved reserves. 

Impairment of Long-lived Assets and Goodwill: As explained below, there are significant differences in 
the way long-lived assets and goodwill are evaluated and measured for impairment testing. The Corporation 
reviews long-lived assets, including oil and gas fields, for impairment whenever events or changes in 
circumstances indicate that the carrying amounts may not be recovered. Long-lived assets are tested based on 
identifiable cash flows that are largely independent of the cash flows of other assets and liabilities. If the carrying 
amounts of the long-lived assets are not expected to be recovered by undiscounted future net cash flow estimates, 
the assets are impaired and an impairment loss is recorded. The amount of impairment is based on the estimated 
fair value of the assets generally determined by discounting anticipated future net cash flows, an income 
valuation approach, or by a market-based valuation approach, which are Level 3 fair value measurements. 

In the case of oil and gas fields, the present value of future net cash flows is based on management’s best estimate 
of future prices, which is determined with reference to recent historical prices and published forward prices, applied to 
projected production volumes and discounted at a risk-adjusted rate. The projected production volumes represent 
reserves, including probable reserves, expected to be produced based on a stipulated amount of capital expenditures. 

The production volumes, prices and timing of production are consistent with internal projections and other 
externally reported information. Oil and gas prices used for determining asset impairments will generally differ 
from those used in the standardized measure of discounted future net cash flows, since the standardized measure 
requires the use of historical twelve month average prices. 

The Corporation’s impairment tests of long-lived E&P producing assets are based on its best estimates of future 
production volumes (including recovery factors), selling prices, operating and capital costs, the timing of future 
production and other factors, which are updated each time an impairment test is performed. The Corporation could 
have impairments if the projected production volumes from oil and gas fields decrease, crude oil and natural gas selling 
prices decline significantly for an extended period or future estimated capital and operating costs increase significantly. 

The Corporation’s goodwill is tested for impairment annually in the fourth quarter or when events or 
circumstances indicate that the carrying amount of the goodwill may not be recoverable. The goodwill test is 
conducted at a reporting unit level, which is defined in accounting standards as an operating segment or one level 
below an operating segment. The reporting unit or units to be used in an evaluation and measurement of goodwill 
for impairment testing are determined from a number of factors, including the manner in which the business is 
managed. Following a reorganization of its management structure in 2013, the Corporation has concluded that 
within its E&P segment it has two reporting units, Offshore and Onshore, consistent with the manner in which 
performance is assessed by the segment manager. Accordingly, the Corporation expects that the benefits of 
goodwill will be recovered through the operations of each of its reporting units. 

The Corporation’s fair value estimate of each reporting unit is the sum of the discounted anticipated cash 
flows of producing assets and known developments and an estimated market premium to reflect the market price 
an acquirer would pay for potential synergies including cost savings, access to new business opportunities, 
enterprise control and increased market share. The Corporation also considers the relative market valuation of 
similar onshore and offshore peer companies. The determination of the fair value of each reporting unit depends 
on estimates about oil and gas reserves, future prices, timing of future net cash flows and market premiums. 
Significant extended declines in crude oil and natural gas prices or reduced reserve estimates could lead to a 
decrease in the fair value of a reporting unit that could result in an impairment of goodwill. 

As there are significant differences in the way long-lived assets and goodwill are evaluated and measured 
for impairment testing, there may be impairments of individual assets that would not cause an impairment of the 
goodwill assigned at the reporting unit level. 

Income Taxes: Judgments are required in the determination and recognition of income tax assets and 
liabilities in the financial statements. These judgments include the requirement to only recognize the financial 
statement effect of a tax position when management believes that it is more likely than not, that based on the 
technical merits, the position will be sustained upon examination. 

The Corporation has net operating loss carryforwards or credit carryforwards in several jurisdictions, 
including the United States, and has recorded deferred tax assets for those losses and credits. Additionally, the 
Corporation has deferred tax assets due to temporary differences between the book basis and tax basis of certain 
assets and liabilities. Regular assessments are made as to the likelihood of those deferred tax assets being 
realized. If it is more likely than not that some or all of the deferred tax assets will not be realized, a valuation 
allowance is recorded to reduce the deferred tax assets to the amount that is expected to be realized. 
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In evaluating realizability of deferred tax assets, the Corporation refers to the reversal periods for available 
carryforward periods for net operating losses and credit carryforwards, temporary differences, the availability of 
tax planning strategies, the existence of appreciated assets and estimates of future taxable income and other 
factors. Estimates of future taxable income are based on assumptions of oil and gas reserves and selling prices 
that are consistent with the Corporation’s internal business forecasts. Additionally, the Corporation has income 
taxes which have been deferred on intercompany transactions eliminated in consolidation related to transfers of 
property, plant and equipment remaining within the consolidated group. The amortization of these income taxes 
deferred on intercompany transactions will occur ratably with the recovery through depletion and depreciation of 
the carrying value of these assets. The Corporation does not provide for deferred U.S. income taxes for that 
portion of undistributed earnings of foreign subsidiaries that are indefinitely reinvested in foreign operations. 


Asset Retirement Obligations: The Corporation has material legal obligations to remove and dismantle long- 
lived assets and to restore land or seabed at certain exploration and production locations. In accordance with generally 
accepted accounting principles, the Corporation recognizes a liability for the fair value of required asset retirement 
obligations. In addition, the fair value of any legally required conditional asset retirement obligations is recorded if the 
liability can be reasonably estimated. The Corporation capitalizes such costs as a component of the carrying amount of 
the underlying assets in the period in which the liability is incurred. In order to measure these obligations, the 
Corporation estimates the fair value of the obligations by discounting the future payments that will be required to 
satisfy the obligations. In determining these estimates, the Corporation is required to make several assumptions and 
judgments related to the scope of dismantlement, timing of settlement, interpretation of legal requirements, inflationary 
factors and discount rate. In addition, there are other external factors which could significantly affect the ultimate 
settlement costs for these obligations including changes in environmental regulations and other statutory requirements, 
fluctuations in industry costs and foreign currency exchange rates and advances in technology. As a result, the 
Corporation’s estimates of asset retirement obligations are subject to revision due to the factors described above. 
Changes in estimates prior to settlement result in adjustments to both the liability and related asset values. 


Retirement Plans: The Corporation has funded non-contributory defined benefit pension plans and an 
unfunded supplemental pension plan. The Corporation recognizes in the Consolidated Balance Sheet the net 
change in the funded status of the projected benefit obligation for these plans. 


The determination of the obligations and expenses related to these plans are based on several actuarial 
assumptions, the most significant of which relate to the discount rate for measuring the present value of future plan 
obligations; expected long-term rates of return on plan assets; and rate of future increases in compensation levels. 
These assumptions represent estimates made by the Corporation, some of which can be affected by external factors. 
For example, the discount rate used to estimate the Corporation’s projected benefit obligation is based on a portfolio 
of high-quality, fixed income debt instruments with maturities that approximate the expected payment of plan 
obligations, while the expected return on plan assets is developed from the expected future returns for each asset 
category, weighted by the target allocation of pension assets to that asset category. Changes in these assumptions 
can have a material impact on the amounts reported in the Corporation’s financial statements. 


Derivatives: The Corporation utilizes derivative instruments for both risk management and _ trading 
activities. In risk management activities, the Corporation uses futures, forwards, options and swaps, individually 
or in combination to mitigate its exposure to fluctuations in the prices of crude oil, natural gas, refined petroleum 
products and electricity, as well as changes in interest and foreign currency exchange rates. In trading activities, 
the Corporation, principally through a consolidated partnership, trades energy-related commodities and 
derivatives, including futures, forwards, options and swaps, based on expectations of future market conditions. 


All derivative instruments are recorded at fair value in the Corporation’s Consolidated Balance Sheet. The 
Corporation’s policy for recognizing the changes in fair value of derivatives varies based on the designation of the 
derivative. The changes in fair value of derivatives that are not designated as hedges are recognized currently in 
earnings. Derivatives may be designated as hedges of expected future cash flows or forecasted transactions (cash flow 
hedges) or hedges of firm commitments (fair value hedges). The effective portion of changes in fair value of 
derivatives that are designated as cash flow hedges is recorded as a component of other comprehensive income (loss). 
Amounts included in Accumulated other comprehensive income (loss) for cash flow hedges are reclassified into 
earnings in the same period that the hedged item is recognized in earnings. The ineffective portion of changes in fair 
value of derivatives designated as cash flow hedges is recorded currently in earnings. Changes in fair value of 
derivatives designated as fair value hedges are recognized currently in earnings. The change in fair value of the related 
hedged commitment is recorded as an adjustment to its carrying amount and recognized currently in earnings. 
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Derivatives that are designated as either cash flow or fair value hedges are tested for effectiveness 
prospectively before they are executed and both prospectively and retrospectively on an on-going basis to 
determine whether they continue to qualify for hedge accounting. The prospective and retrospective effectiveness 
calculations are performed using either historical simulation or other statistical models, which utilize historical 
observable market data consisting of futures curves and spot prices. 


Fair Value Measurements: The Corporation’s derivative instruments are recorded at fair value, with 
changes in fair value recognized in earnings or other comprehensive income each period as appropriate. The 
Corporation uses various valuation approaches in determining fair value, including the market and income 
approaches. The Corporation’s fair value measurements also include non-performance risk and time value of 
money considerations. Counterparty credit is considered for receivable balances, and the Corporation’s credit is 
considered for accrued liabilities. 


The Corporation also records certain nonfinancial assets and liabilities at fair value when required by 
generally accepted accounting principles. These fair value measurements are recorded in connection with 
business combinations, qualifying non-monetary exchanges, the initial recognition of asset retirement obligations 
and any impairment of long-lived assets, equity method investments or goodwill. 


The Corporation determines fair value in accordance with the fair value measurements accounting standard 
which established a hierarchy for the inputs used to measure fair value based on the source of the inputs, which 
generally range from quoted prices for identical instruments in a principal trading market (Level 1) to estimates 
determined using related market data (Level 3). Measurements derived indirectly from observable inputs or from 
quoted prices from markets that are less liquid are considered Level 2. 


When Level | inputs are available within a particular market, those inputs are selected for determination of fair 
value over Level 2 or 3 inputs in the same market. To value derivatives that are characterized as Level 2 and 3, the 
Corporation uses observable inputs for similar instruments that are available from exchanges, pricing services or 
broker quotes. These observable inputs may be supplemented with other methods, including internal extrapolation 
or interpolation, that result in the most representative prices for instruments with similar characteristics. Multiple 
inputs may be used to measure fair value, however, the level of fair value for each physical derivative and financial 
asset or liability is based on the lowest significant input level within this fair value hierarchy. 


Details on the methods and assumptions used to determine the fair values are as follows: 


Fair value measurements based on Level 1 inputs: Measurements that are most observable are 
based on quoted prices of identical instruments obtained from the principal markets in which they are traded. 
Closing prices are both readily available and representative of fair value. Market transactions occur with 
sufficient frequency and volume to assure liquidity. The fair value of certain of the Corporation’s exchange 
traded futures and options are considered Level 1. 


Fair value measurements based on Level 2 inputs: Measurements derived indirectly from 
observable inputs or from quoted prices from markets that are less liquid are considered Level 2. Measurements 
based on Level 2 inputs include over-the-counter derivative instruments that are priced on an exchange traded 
curve but have contractual terms that are not identical to exchange traded contracts. The Corporation utilizes fair 
value measurements based on Level 2 inputs for certain forwards, swaps and options. 


Fair value measurements based on Level 3 inputs: Measurements that are least observable are 
estimated from related market data determined from sources with little or no market activity for comparable 
contracts or are positions with longer durations. For example, the Corporation sold natural gas and electricity to 
customers and offsets the price exposure by purchasing forward contracts. The fair value of these sales and 
purchases may be based on specific prices at less liquid delivered locations, which are classified as Level 3. Fair 
values determined using discounted cash flows and other unobservable data are also classified as Level 3. 


Impairment of Equity Investees: The Corporation reviews equity method investments for impairment 
whenever events or changes in circumstances indicate that an other than temporary decline in value may have 
occurred. The fair value measurement used in the impairment assessment is based on quoted market prices, 
where available, or other valuation techniques, including discounted cash flows. 
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Environment, Health and Safety 


The Corporation’s long term vision and values provide a foundation for how we do business and define our 
commitment to meeting the highest standards of corporate citizenship and creating a long lasting positive impact on the 
communities where we do business. The Corporation’s strategy is reflected in its environment, health, safety and social 
responsibility (EHS & SR) policies and by a management system framework that helps protect the Corporation’s 
workforce, customers and local communities. The Corporation’s management systems are intended to promote internal 
consistency, adherence to policy objectives and continual improvement in EHS & SR performance. Improved 
performance may, in the short-term, increase the Corporation’s operating costs and could also require increased capital 
expenditures to reduce potential risks to assets, reputation and license to operate. In addition to enhanced EHS & SR 
performance, improved productivity and operational efficiencies may be realized from investments in EHS & SR. The 
Corporation has programs in place to evaluate regulatory compliance, audit facilities, train employees, prevent and 
manage risks and emergencies and to generally meet corporate EHS & SR goals and objectives. 


The Corporation recognizes that climate change is a global environmental concern. The Corporation 
assesses, monitors and takes measures to reduce our carbon footprint at existing and planned operations. The 
Corporation is committed to complying with all Greenhouse Gas (GHG) emissions mandates and the responsible 
management of GHG emissions at its facilities. 


The Corporation will have continuing expenditures for environmental assessment and remediation. Sites 
where corrective action may be necessary include onshore exploration and production facilities, and although not 
currently significant, “Superfund” sites where the Corporation has been named a potentially responsible party. 


The Corporation accrues for environmental assessment and remediation expenses when the future costs are 
probable and reasonably estimable. At year-end 2013, the Corporation’s reserve for estimated remediation 
liabilities was approximately $65 million. The Corporation expects that existing reserves for environmental 
liabilities will adequately cover costs to assess and remediate known sites. The Corporation’s remediation 
spending was approximately $16 million in 2013 and $19 million in both 2012 and 2011. Capital expenditures 
for facilities, primarily to comply with federal, state and local environmental standards were approximately 
$100 million in 2013, $70 million in 2012 and $95 million in 2011. 


Forward-looking Information 


Certain sections of this Annual Report on Form 10-K, including Business and Properties, Management’s 
Discussion and Analysis of Financial Condition and Results of Operations and Quantitative and Qualitative 
Disclosures about Market Risk, include references to the Corporation’s future results of operations and financial 
position, liquidity and capital resources, capital expenditures, asset sales, oil and gas production, tax rates, debt 
repayment, hedging, derivative, market risk and environmental disclosures, off-balance sheet arrangements and 
contractual obligations and contingencies, which include forward-looking information. These sections typically include 
statements with words such as “anticipate”, “estimate”, “expect”, “forecast”, “guidance”, “could”, “may’’, “should”, 
“would” or similar words, indicating that future outcomes are uncertain. Forward-looking disclosures are based on the 
Corporation’s current understanding and assessment of these activities and reasonable assumptions about the future. 
Actual results may differ from these disclosures because of changes in market conditions, government actions and 
other factors. For more information regarding the factors that may cause the Corporation’s results to differ from these 
statements, see Item 1A. Risk Factors Related to Our Business and Operations. 


Item 7A. Quantitative and Qualitative Disclosures About Market Risk 


In the normal course of its business, the Corporation is exposed to commodity risks related to changes in the 
prices of crude oil, natural gas, refined petroleum products and electricity, as well as to changes in interest rates 
and foreign currency values. In the disclosures that follow, risk management activities are referred to as corporate 
risk management activities. The Corporation also has trading operations, through a 50% voting interest in a 
consolidated partnership, that trades energy-related commodities, securities and derivatives. These activities are 
also exposed to commodity risks primarily related to the prices of crude oil, natural gas, refined petroleum 
products and electricity. The following describes how these risks are controlled and managed. 


In November 2013, the Corporation completed the sale of its energy marketing business to Direct Energy, a 
North American subsidiary of Centrica ple (Centrica). Certain derivative contracts, including new transactions 
following the closing date, (the “delayed transfer derivative contracts”) have not been transferred to Direct 
Energy, as required customer or regulatory consents have not been obtained. However, the agreement entered 
into between Hess and Direct Energy on the closing date transfers all economic risks and rewards of the energy 
marketing business, including the ownership of the delayed transfer derivative contracts, to Direct Energy. 


39 


As a result, the assets and liabilities related to the delayed transfer derivative contracts remain on the 
Corporation’s Consolidated Balance Sheet at December 31, 2013 but changes in their fair value are offset based 
on the terms of the agreement between Hess and Direct Energy. The Corporation therefore has no market risk 
related to these delayed transfer derivative contracts and only retains credit risk exposure, which has been 
guaranteed by Centrica. It is expected that the transfer of these contracts will be substantially complete in the first 
half of 2014. 

Controls: The Corporation maintains a control environment under the direction of its chief risk officer and 
through its corporate risk policy, which the Corporation’s senior management has approved. Controls include 
volumetric, term and value at risk limits. The chief risk officer must approve the trading of new instruments or 
commodities. Risk limits are monitored and are reported on a daily basis to business units and senior 
management. The Corporation’s risk management department also performs independent price verifications 
(IPV’s) of sources of fair values and validations of valuation models. These controls apply to all of the 
Corporation’s risk management and trading activities, including the consolidated trading partnership. The 
Corporation’s treasury department is responsible for administering and monitoring foreign exchange rate and 
interest rate hedging programs using similar controls and processes, where applicable. 

The Corporation uses value at risk to monitor and control commodity risk within its risk management and 
trading activities. The value at risk model uses historical simulation and the results represent the potential loss in 
fair value over one day at a 95% confidence level. The model captures both first and second order sensitivities 
for options. Results may vary from time to time as strategies change in trading activities or hedging levels change 
in risk management activities. 

Instruments: The Corporation primarily uses forward commodity contracts, foreign exchange forward 
contracts, futures, swaps, options and energy commodity based securities in its risk management and trading 
activities. These contracts are generally widely traded instruments with standardized terms. The following 
describes these instruments and how the Corporation uses them: 

¢ Forward Commodity Contracts: The Corporation enters into contracts for the forward purchase and sale 
of commodities. At settlement date, the notional value of the contract is exchanged for physical delivery 
of the commodity. Forward contracts that are deemed normal purchase and sale contracts are excluded 
from the quantitative market risk disclosures. 

¢ Forward Foreign Exchange Contracts: The Corporation enters into forward contracts, primarily for the 
British Pound and the Thai Baht, which commit the Corporation to buy or sell a fixed amount of these 
currencies at a predetermined exchange rate on a future date. 

e Exchange Traded Contracts: The Corporation uses exchange traded contracts, including futures, on a 
number of different underlying energy commodities. These contracts are settled daily with the relevant 
exchange and may be subject to exchange position limits. 

e Swaps: The Corporation uses financially settled swap contracts with third parties as part of its risk 
management and trading activities. Cash flows from swap contracts are determined based on underlying 
commodity prices or interest rates and are typically settled over the life of the contract. 

¢ Options: Options on various underlying energy commodities include exchange traded and third party 
contracts and have various exercise periods. As a seller of options, the Corporation receives a premium at 
the outset and bears the risk of unfavorable changes in the price of the commodity underlying the option. 
As a purchaser of options, the Corporation pays a premium at the outset and has the right to participate in 
the favorable price movements in the underlying commodities. 

e Energy Securities: Energy securities include energy-related equity or debt securities issued by a company 
or government or related derivatives on these securities. 

Corporate Risk Management Activities 

Corporate risk management activities include transactions designed to reduce risk in the selling prices of 
crude oil or natural gas produced by the Corporation or to reduce exposure to foreign currency or interest rate 
movements. Generally, futures, swaps or option strategies may be used to reduce risk in the selling price of a 
portion of the Corporation’s crude oil or natural gas production. Forward contracts may also be used to purchase 
certain currencies in which the Corporation does business with the intent of reducing exposure to foreign 
currency fluctuations. Interest rate swaps may also be used, generally to convert fixed-rate interest payments to 
floating. 


40 


The Corporation has entered into Brent crude oil fixed price swap contracts to hedge 25,000 boepd for 
calendar year 2014 at an average price of $109.12 per barrel. The Corporation has outstanding foreign exchange 
contracts used to reduce its exposure to fluctuating foreign exchange rates for various currencies. The change in 
fair value of foreign exchange contracts from a 10% strengthening of the U.S. Dollar exchange rate is estimated 
to be a gain of approximately $4 million at December 31, 2013. 


The Corporation’s outstanding long-term debt of $5,798 million, including current maturities, had a fair 
value of $6,641 million at December 31, 2013. A 15% decrease in the rate of interest would increase the fair 
value of debt by approximately $160 million at December 31, 2013. A 15% increase in the rate of interest would 
decrease the fair value of debt by approximately $150 million at December 31, 2013. 


Following is the value at risk for the Corporation’s risk management commodity derivatives activities 
associated with continuing operations, excluding foreign exchange and interest rate derivatives described above: 


2013 2012 
(In millions) 
At December 31 1.0.0... ccc ccc cee ee ee net e een eee eeeenne $ 13 $ — 
PNVOTASS eh s -ck at cantetitre, Aeigchche Att eee Inch des gto done tee BMRA rahe edh OR a ak Rae Res 27 47 
DD ios wes tess cgs ahh acne aes soe cceaeptees ero nied a estes baa eee cane oe eee 44 95 
MEOW sessed Pes saemcacets ts ceecscesepstira, or eealcteenandoeeetciy Mantaes tata teds fake amas aeeeaiacseaceustindhenactew edeeeress 13 — 


The increase in the value at risk for the Corporation’s risk management commodity derivatives activities at 
December 31, 2013 is primarily due to the new Brent crude oil cash flow hedge positions entered in December 
2013 as described in Note 23, Risk Management and Trading Activities in the notes to the Consolidated 
Financial Statements. 


Trading Activities 


Trading activities are conducted through a trading partnership in which the Corporation has a 50% voting 
interest that is currently for sale. The partnership intends to generate earnings through various strategies primarily 
using energy related commodities, securities and derivatives. 


Following is the value at risk for the Corporation’s trading activities: 


2013 2012 
(In millions) 
At December 3: 2.:,.4-22i44-ndciatie ied cliededine downe naetd ned debe deeded $ 4 $ 4 
BNCTALE Svc. g0-3d ne See et coaster oie eet bh netio weaned eens 4 6 
Hight. svt ont cat ohare ae w Oe ae eel Gee ad alee kane Beane dea 5 7 
MEOW? Anat occas ai casierssl ves esses Hi x/edte ee eet cates Su araeandertn aon SMa bis hewn ees algtiapaant ee a cabs e 3 4 


The information that follows represents 100% of the trading partnership. Derivative trading transactions are 
marked-to-market and unrealized gains or losses are recognized currently in earnings. Gains or losses from sales 
of physical products are recorded at the time of sale. Net realized gains on trading activities amounted to $191 
million in 2013 and $60 million in 2012. The following table provides an assessment of the factors affecting the 
changes in fair value of net assets (liabilities) relating to financial instruments and derivative commodity 
contracts used in trading activities: 


2013 2012 
(In millions) 

Fair value of contracts outstanding at January 1.2... 2. eee $ (96) $ (86) 
Change in fair value of contracts outstanding at the beginning of the year and 

still outstanding at the end of the year... 1.2... eee eee 10 17 
Reversal of fair value for contracts closed during the year..................00. 10 70 
Fair value of contracts entered into during the year and still outstanding ......... (85) (97) 

Fair value of contracts outstanding at December 31 ...................00005 $(161) $ (96) 
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The following table summarizes the sources of net asset (liability) fair values of financial instruments and 


derivative commodity contracts by year of maturity used in the Corporation’s trading activities at December 31, 
2013: 


2017 and 
Total 2014 2015 2016 Beyond 
(In millions) 
Sources of fair value 
TGS V EUW isc c 2thid og ond eatdooae 4d eae Rita eS $ 130 $ 153 $ (8) $ (15) $— 
L@Vel2. eciSeeoied es dhe seeks bead PEa ees (307) (267) (42) 2 — 
LGVEl 3 se cine hes obs 2 see ied aves adios S05 a8 16 2 17 (2) (1) 
Total 


RE aT ne Smee Pe mn $ (161) $ (112) $ (33) $(15) $ (1) 


The following table summarizes the fair values of receivables net of cash margin and letters of credit 
relating to the Corporation’s trading activities and the credit ratings of counterparties at December 31: 


2013 2012 


(In millions) 
Investment grade determined by outside sources .............. 0.0000 e ee eee $ 187 $ 294 


Investment grade determined internally* 


chess eta ypudedrhepaiat cess atetae adhe nase ewe ttaacheapataneenays 58 59 
Less than investment grade o.6..6 4 bsie toed d eee ent nae eee eee ee eo 47 39 
Fair value of net receivables outstanding at December 31 ................... $ 292 392 


* Based on information provided by counterparties and other available sources. 
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Item 8. Financial Statements and Supplementary Data 


HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES 
INDEX TO FINANCIAL STATEMENTS AND SCHEDULE 


Page 
Number 

Management’s Report on Internal Control over Financial Reporting .................. 00.00.0000. 44 
Reports of Independent Registered Public Accounting Firm ............... 0.000... eee eee eee 45 
Consolidated Balance Sheet at December 31, 2013 and 2012 2... eee 47 
Statement of Consolidated Income for each of the three years in the period ended 

December. 3.4 DOUS ccc se se5 Seeks ae ece aa bat Seoncabteta Mia eat saes ence, ¢ Se Ga gnGte hte SOG Boar ah eo hCend ae gtd wees 48 
Statement of Consolidated Comprehensive Income for each of the three years in the period ended 

DeCemibe Sls DOUS: sacaace ice. cedtccecett ech, aca gapeee eetectead ate eemancat a nee ouk a Oo Ge Seeeead Gerad, boa deanbad @ asso. 49 
Statement of Consolidated Cash Flows for each of the three years in the period ended 

December Sli 2OUSs vs dark. ses exe tench fa aets sae cy chok Gogh sed a iesnatn ae, area n fobs Adit nde tt Baad Oe waded babe 50 
Statement of Consolidated Equity for each of the three years in the period ended December 31, 2013 .. 51 
Notes to Consolidated Financial Statements ....... 0.0.0... eee eee eee ene 52 
Supplementary Oil and Gas Data... 0... ccc eee ene ee 87 
Quarterly Financial Data: xi. 22a nese eaves eee Sy se hed See a as sb Nee eS HERA Ges ed Clea eS eS 95 
Schedule II * — Valuation and Qualifying Accounts ...... 0... 2. ee cee eee 103 
Financial Statements of HOVENSA L.L.C. as of December 31, 2013 ..... 20.0.0... 0.0.0 105 


* Schedules other than Schedule II have been omitted because of the absence of the conditions under which they are required or because the 
required information is presented in the financial statements or the notes thereto. 
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Management’s Report on Internal Control over Financial Reporting 


Our management is responsible for establishing and maintaining adequate internal control over financial 
reporting, as such term is defined in Exchange Act Rules 13a-15(f). Under the supervision and with the 
participation of our management, including our principal executive officer and principal financial officer, we 
conducted an evaluation of the effectiveness of our internal control over financial reporting, as required by 
Section 404 of the Sarbanes-Oxley Act, based on the framework in Internal Control — Integrated Framework 
issued by the Committee of Sponsoring Organizations of the Treadway Commission (1992 framework). Based on 
our evaluation, management concluded that our internal control over financial reporting was effective as of 
December 31, 2013. 


The Corporation’s independent registered public accounting firm, Ernst & Young LLP, has audited the 
effectiveness of the Corporation’s internal control over financial reporting as of December 31, 2013, as stated in 
their report, which is included herein. 


fet ble Hho. 6 es 


John P. Rielly John B. Hess 
Senior Vice President and Chief Executive Officer 
Chief Financial Officer 


February 28, 2014 
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Report of Independent Registered Public Accounting Firm 


The Board of Directors and Stockholders 
Hess Corporation 


We have audited Hess Corporation and consolidated subsidiaries’ (the “Corporation”) internal control over 
financial reporting as of December 31, 2013, based on criteria established in Internal Control — Integrated 
Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (1992 
framework) (the COSO criteria). The Corporation’s management is responsible for maintaining effective internal 
control over financial reporting, and for its assessment of the effectiveness of internal control over financial 
reporting included in the accompanying Management’s Report on Internal Control over Financial Reporting. Our 
responsibility is to express an opinion on the Corporation’s internal control over financial reporting based on our 
audit. 


We conducted our audit in accordance with the standards of the Public Company Accounting Oversight 
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable assurance 
about whether effective internal control over financial reporting was maintained in all material respects. Our 
audit included obtaining an understanding of internal control over financial reporting, assessing the risk that a 
material weakness exists, testing and evaluating the design and operating effectiveness of internal control based 
on the assessed risk, and performing such other procedures as we considered necessary in the circumstances. We 
believe that our audit provides a reasonable basis for our opinion. 


A company’s internal control over financial reporting is a process designed to provide reasonable assurance 
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in 
accordance with generally accepted accounting principles. A company’s internal control over financial reporting 
includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, 
accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable 
assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance 
with generally accepted accounting principles, and that receipts and expenditures of the company are being made 
only in accordance with authorizations of management and directors of the company; and (3) provide reasonable 
assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the 
company’s assets that could have a material effect on the financial statements. 


Because of its inherent limitations, internal control over financial reporting may not prevent or detect 
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that 
controls may become inadequate because of changes in conditions, or that the degree of compliance with the 
policies or procedures may deteriorate. 


In our opinion, Hess Corporation and consolidated subsidiaries maintained, in all material respects, effective 
internal control over financial reporting as of December 31, 2013 based on the COSO criteria. 


We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board 
(United States), the consolidated balance sheet of Hess Corporation and consolidated subsidiaries as of 
December 31, 2013 and 2012, and the related statements of consolidated income, comprehensive income, cash 
flows and equity for each of the three years in the period ended December 31, 2013 of Hess Corporation and 
consolidated subsidiaries, and our report dated February 28, 2014 expressed an unqualified opinion thereon. 


Bret ¥ LLP 


February 28, 2014 
New York, New York 
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Report of Independent Registered Public Accounting Firm 


The Board of Directors and Stockholders 
Hess Corporation 


We have audited the accompanying consolidated balance sheet of Hess Corporation and consolidated 
subsidiaries (the “Corporation”) as of December 31, 2013 and 2012, and the related statements of consolidated 
income, comprehensive income, cash flows and equity for each of the three years in the period ended 
December 31, 2013. Our audits also included the financial statement schedule listed in the Index at Item 8. These 
financial statements and schedule are the responsibility of the Corporation’s management. Our responsibility is to 
express an opinion on these financial statements and schedule based on our audits. 


We conducted our audits in accordance with the standards of the Public Company Accounting Oversight 
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable assurance 
about whether the financial statements are free of material misstatement. An audit includes examining, on a test 
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes 
assessing the accounting principles used and significant estimates made by management, as well as evaluating 
the overall financial statement presentation. We believe that our audits provide a reasonable basis for our 
opinion. 


In our opinion, the financial statements referred to above present fairly, in all material respects, the 
consolidated financial position of Hess Corporation and consolidated subsidiaries at December 31, 2013 and 
2012, and the consolidated results of their operations and their cash flows for each of the three years in the period 
ended December 31, 2013, in conformity with U.S. generally accepted accounting principles. Also, in our 
opinion, the related financial statement schedule, when considered in relation to the consolidated financial 
statements taken as a whole, presents fairly in all material respects, the information set forth therein. 


We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board 
(United States), Hess Corporation’s internal control over financial reporting as of December 31, 2013, based on 
criteria established in Internal Control-Integrated Framework issued by the Committee of Sponsoring 
Organizations of the Treadway Commission (1992 framework) and our report dated February 28, 2014 expressed 
an unqualified opinion thereon. 


Grnet ¥ LP 


February 28, 2014 
New York, New York 
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HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES 
CONSOLIDATED BALANCE SHEET 


December 31, 
2013 2012 


(In millions, 
except share amounts) 


ASSETS 
CURRENT ASSETS 
Cashiand cash equivalents: <4. cay dewnshnce doe dd shes gemtaeneat eae veaaie aaa aaa dashes $ 1,814 $ 642 
Accounts receivable 
THAGG noes beep haledanee tena Meath: Sach nae ete eS SE sete dee BNE eee oton tne aan a ae A 3,093 4,057 
OME 335.2. d.arsd eincnne neath were wie tate eae Ge ee ape Rew earge ge Me Eea anes dee Rea eS 432 281 
TH VENTOLIES! x. ox: decessng, Sodan ag deg ienactan ere di Sed Riiges 8 BRS Avaresanene ww Sabre g Sodas wah cd a andes Boeeele ws aioe ees 954 1,259 
Assets Meld FOR SAlC soe sted sce eeiben, sack dade a tin attr aus rap tattle egal wencentathe acd agen tnciceetn nares Guanes 1,097 1,092 
OMErCURFENE-ASSEIS S icecigec taveaeaetnnnaae dee Ge Med wha aeey Sieee eee ete die Header 1,209 1,056 
Total CUITGntassels:..<2.4.0%- aster i acento +e be Dae ueea Se ea ee es Geant ae 8,599 8,387 
INVESTMENTS IN AFFILIATES ... 0.0... cnn ene 687 443 
PROPERTY, PLANT AND EQUIPMENT 
Ota == AU COSE: ia, fa setute ecaras Shecebn cdesa abs batsce abeeiies.ertoduscdnch agile Wi debdyanlse abana Spncianl musbantnreuden died, aanmeasiolecsaged 45,950 45,553 
Less: Reserves for depreciation, depletion, amortization and lease impairment ............... 17,179 16,746 
Property, plant and equipment — net ....... 0... 0 eens 28,771 28,807 
GOODWILL ¢.3.55.d60.seu 296i cedumet tet oute else ied aatiedd nee eee eens ee ae ws 1,869 2,208 
DEFERRED INCOME TAXES ............ 0... cette 2,319 3,126 
OTHER ASSETS © 5135.5 esa ciakie es tegiagiaesie.che diese ee Vaeie céedeae te eves 509 470 
TOTAL-ASSENS | .di5. caunddsa cadamedbedoate dic tender eiieai nade eeaeeaned eotawne es $ 42,754 $ 43,441 
LIABILITIES AND EQUITY 
CURRENT LIABILITIES 
Accounts payable: 33. 0ics iene vi fasear aah aehanntidhies akan cede Vases oadak heey $ 2,109 $ 2,809 
Accrued liabilities: 3 :sscccw oi oee-4aedas odds seals ae abe ane ea Soy e Reed eaw et ae es os 3,265 3,287 
WAXES Pay ADO rg 5. i.i.5 4 envon ile eutne aoe aie gegaie ew) o Srdnd ae aoe atereonc Oe a,aien aoeegane eT eee eM sras ls 520 960 
Liabilities associated with assets held for sale 2.1... 0... ett eens 286 539 
Short-term debt and current maturities of long-term debt ............... 0.0000 e eee eee 378 787 
Total current liabilities: ..555 osiew dina bea £4 Soe beet bea bee Raa ae GETS ON 6,558 8,382 
LONG-TERM DEB? 9.:-6¢.c04-soecsvata shes ene eer eda ene eo eae ee aed 5,420 7,324 
DEFERRED INCOME TAXES ......... 0... cc cece cent ene eeee 2,292 2,662 
ASSET RETIREMENT OBLIGATIONS ............. 000.00. 2,249 2;212 
OTHER LIABILITIES AND DEFERRED CREDITS .................. 0.000000 eee 1,451 1,658 
Total Wabihwes.. <cascagedctacs heb ten coer Medea eedate eee ee eeeanee eke nes 17,970 22,238 
EQUITY 
Hess Corporation stockholders’ equity 
Common stock, par value $1.00 
Authorized — 600,000,000 shares 
Issued: 2013 — 325,314,177 shares; 2012 — 341,527,617 shares ..............0.00055 325 342 
Capital inéxcess of par Vale: 1c s0scsccag gia bis dek eniaons State ede tan aeed Sea 3,498 3,524 
Retained earnings: § i.acci iss dr execs Syed pe katt ont gah Ma ee wee iy washed aia id. eee’ 21,235 17,717 
Accumulated other comprehensive income (loss) ........... 00 c eee eee ee eee e eee (338) (493) 
Total Hess Corporation stockholders’ equity ...... 0.0... eee eee eee eee 24,720 21,090 
Noncontrollins Interests: sci iicd We aide boete wad acealed ae Gaunt aree wma eee Seetece meee 64 113 
POtALCQUILY: s. scsdpton dosent gee ae 4 debe nana de be delet EER ae obe tcp ois Mada hae oa a 24,784 21,203 
TOTAL LIABILITIES AND EQUITY ........... 0.0 $ 42,754 $ 43,441 


The consolidated financial statements reflect the successful efforts method of accounting for oil and gas 
exploration and production activities. 


See accompanying notes to consolidated financial statements. 
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HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES 


STATEMENT OF CONSOLIDATED INCOME 


REVENUES AND NON-OPERATING INCOME 
Sales (excluding excise taxes) and other operating revenues .... 
Loss from equity investment in HOVENSA L.L.C. ........... 
Gains on asset salés, Net 0.5 64 ccc eee ee eee ee ee ee ee ee 
COUMET MEE: eden esses Slevin tts atse head te eb hee hb soan ate aun deh obec oaeiei a 


Total revenues and non-operating income ................ 


COSTS AND EXPENSES 

Cost of products sold (excluding items shown separately below) 

Operating costs and expenses .......... 0.00.00... cee eee 
Production and severance taxes ............ 0.000 e eee eee ee 
Marketing expenses... 0.0.0... 0. cece cee eee ene 
Exploration expenses, including dry holes and lease impairment 

General and administrative expenses .....................-. 
IMbErEStSXPCMSe! aig. dc swale «4h aloe sie, dele aap aa Galea adden tae 
Depreciation, depletion and amortization ................... 
Asset impairments ....... 0... 0. cece eee eee ene 


Total costs and expenses ........ 0.0.0 ce eee eee ee eee 


INCOME FROM CONTINUING OPERATIONS 
BEFORE INCOME TAXES ...................0.0.0000. 
Provision for income taxeS ........ 0... eee eee 


INCOME FROM CONTINUING OPERATIONS 
INCOME FROM DISCONTINUED OPERATIONS, 
NET OF INCOME TAXES 


NET INCOME 
Less: Net income (loss) attributable to noncontrolling interests . 


NET INCOME ATTRIBUTABLE TO HESS CORPORATION 
NET INCOME ATTRIBUTABLE TO HESS CORPORATION 


PER SHARE 
BASIC: 


Continums Operations «neces en cok Se dois oes RUSE SEM RR ERNE 
Discontinued operations ...... 0... cece eee eens 


NET INCOME PER SHARE ........... 20... 0... c cece cece eee 


DILUTED: 


Continuing operations ... 0.2... 2. ee 
Discontinued operations ...... 0.0... eect eee eens 


NET INCOME PER SHARE .............. 0.0.0 c cece ete 


WEIGHTED AVERAGE NUMBER OF 


COMMON SHARES OUTSTANDING (DILUTED) .................. 


Years Ended December 31, 


2013 


2012 


(In millions, 


2011 


except per share amounts) 


$ 22,284 $ 23,381 $ 21,451 


= <=, W073) 
2,174 584 446 
(37) 121 ey 
24,421 24,086 20,856 
11,368 11,500 10,528 
2,116 2,202 1,876 
372 550 476 

867 802 814 
1,031 1,070 ~—‘1,195 
709 613 613 

406 419 383 
2,770 2,922 2,373 
289 582 358 
19,928 20,660 18,616 
4,493 3,426 ~—«-2,240 
525. 1,559 709 
3,968 1,867. ‘1,531 
1,254 196 145 
5,222 2,063 —+1,676 
170 38 (27) 

$ 5,052 $ 2,025 $ 1,703 
$ 11.28 $ 540$ 462 
3.73 0.58 0.43 

$ 15.01 $ 5.98 $ 5.05 
$ 1114 $ 537 $ 4.58 
3.68 0.58 0.43 

$ 1482 $ 595 $ 5.01 
340.9 340.3 = 339.9 


See accompanying notes to the consolidated financial statements. 
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HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES 
STATEMENT OF CONSOLIDATED COMPREHENSIVE INCOME 


Years Ended December 31, 
2013 2012 2011 
(In millions) 
NET INCOME icc c0:4) atocecet atte ac ged, dcacacer aldara Grind wets Go Arad d yaaa g Pad ESS aoent $ 5,222 $ 2,063 $ 1,676 
OTHER COMPREHENSIVE INCOME (LOSS): 
Derivatives designated as cash flow hedges 
Effect of hedge (gains) losses reclassified to income ................. (33) 676 690 
Income taxes on effect of hedge (gains) losses reclassified to income .... 18 (252) (258) 
Net effect of hedge (gains) losses reclassified to income ............ (15) 424 432 
Change in fair value of cash flow hedges ....................0.000. 68 (156) 4 
Income taxes on change in fair value of cash flow hedges ............. (25) 60 (2) 
Net change in fair value of cash flow hedges ..................... 43 (96) 2 
Change in derivatives designated as cash flow hedges, after-tax ........ 28 328 434 
Pension and other postretirement plans 
Reduction (increase) of unrecognized actuarial losses ................ 414 (100) (439) 
Income taxes on actuarial changes in plan liabilities ...............0.. (157) 39 164 
Reduction of unrecognized actuarial losses, net ...............004. 257 (61) (275) 
Amortization of net actuarial losses ........0. 0.00 cee cee eee 63 85 48 
Income taxes on amortization of net actuarial losses ...............04. (23) (32) (19) 
Net effect of amortization of net actuarial losses ................... 40 53 29 
Change in pension and other postretirement plans, after-tax .......... 297 (8) (246) 
Foreign currency translation adjustment 
Foreign currency translation adjustment ....................2.00008. (283) 256 (94) 
Reclassified to Gains on asset sales, net ......... 0.0.00 cece eee eee 119 — — 
Change in foreign currency translation adjustment .................. (164) 256 (94) 
TOTAL OTHER COMPREHENSIVE INCOME (LOSS) .............. 161 576 94 
COMPREHENSIVE INCOME ................ 00.00 c cece eens 5,383 2,639 1,770 
Less: Comprehensive income (loss) attributable to noncontrolling interests ... 176 40 (25) 
COMPREHENSIVE INCOME ATTRIBUTABLE TO 
HESS CORPORATION .............2 0.0 c cece eect nee eees $ 5,207 $ 2,599 $ 1,795 


See accompanying notes to the consolidated financial statements. 
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HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES 
STATEMENT OF CONSOLIDATED CASH FLOWS 


Years Ended December 31, 


2013 2012 2011 
(In millions) 
CASH FLOWS FROM OPERATING ACTIVITIES 
INGBINGCOME .a-5 a-ae ace aeetteate es astern edit antares wah een ese ear doan sa aiateae msc eereencode sau $ 5,222 $2,063 $ 1,676 
Adjustments to reconcile net income to net cash provided by operating activities 
GAINS ONASSEL'SAIES, TEL woes ce pian ca ane ekey es aad a Oa aa a tae Rae eau (2,174) (584) (446) 
Depreciation, depletion and amortization ........ 0.0... eee eee eee 2,770 2,922 2,373 
Loss from equity investment in HOVENSA L.L.C. .... 0... eee — — 1,073 
ASSSEL TIMP AIMED: ae ens c.cectra old ni, dea’ e Heaters gem lease Ge ba aiken ed hina ggmpedieied og 289 582 358 
Exploratory dry Holé:COSts 6064 o0 ieee Raainedelnw ek bo Std eae earn ema e488 344 377 438 
LG ASE MPMI TA shi) oo ss cusde ce bs tcp oleh ch Bn, ecu goatee cb eed os uislde wb ae Helv  aitermbrieelieiee 245 223 301 
Stock compensation CxpeNse si. sobs oie dices es see ed de oOd MSS SEE eS 60 83 86 
Provision (benefit) for deferred income taxes .............0 0 cece eee eee (460) (575) (699) 
Income from discontinued operations .......... 0.0. cece eee ete (1,254) (196) (145) 
Changes in operating assets and liabilities: 
(Increase) decrease in accounts receivable ........... 00000 cece ee eee eee (185) 540 (280) 
(Increase) decrease in inventories ...... 00.0... eee cette 116 66 (51) 
Increase (decrease) in accounts payable and accrued liabilities ............... (675) 188 323 
Increase (decrease) in taxes payable ....... 0.0.0... cee eee eee eee (435) 28 46 
Changes in other assets and liabilities... 0.2... . eee eee ee eee (274) (144) (143) 
Cash provided by operating activities — continuing operations ........... 3,589 2,973 4,910 
Cash provided by operating activities — discontinued operations ......... 1,281 87 74 
Net cash provided by operating activities ..................0..0000. 4,870 5,660 4,984 
CASH FLOWS FROM INVESTING ACTIVITIES 
Capital expenditures: 32.ccc6c0sa dann bbae Ade aeGanba dd Hae eee dieu een deters (5,840) (7,743) (6,941) 
Proceeds:fromiasset Sales aci04s0004 ccc darad ene elaae boa eee deed ewe awe 4,458 843 490 
Other; Net. 2.0.sc pee aeqeeee sn twidea bb bed ea ee bene kate teh ogee dad anepgombnstont (224) (60) (50) 
Cash provided by (used in) investing activities — continuing operations ... (1,606) (6,960) (6,501) 
Cash provided by (used in) investing activities — discontinued 
OPCTAMONS 22.06 hd aan atewtnd Aare deg bae Noag buns, Ane eo Aem mae aca pede s 2,184 (91) (65) 
Net cash provided by (used in) investing activities ................04. 578 (7,051) (6,566) 
CASH FLOWS FROM FINANCING ACTIVITIES 
Net borrowings (repayments) of debt with maturities of 90 days or less ............ (1,748) 1,648 100 
Debt with maturities of greater than 90 days ........... 00.00. c eee 
BOMOWIMNES 2.cccretecder sailed oo bed aeudandbedweee- bid de dtu weam ae 535 630 422 
Repayments! oi. sGueeae vee ed bare en hk peed Maaweea bees be mier ewe be died face (1,271) (433) (100) 
Cash dividends paid: sx ccc saeG doa ceea eke cde ges § os aa bone eerie aE eas (235) (171) (136) 
Common stock acquired and retired 1... 0... cece cece eee nee (1,493) — — 
Noncontrolling interests, net... 6... kee ete tenes (190) (1) (47) 
Employee stock options exercised, including income tax benefits ................. 128 11 88 
Cash provided by (used in) financing activities — continuing operations ... (4,274) —:1,684 327 
Cash provided by (used in) financing activities — discontinued 
OPETAU OMS «565: Sa sstacaacsletace se yokte ah Glas 476 we B1 BrGdar ear d co Gi aeecaashdcd wt aurea pee en (2) (2) (2) 
Net cash provided by (used in) financing activities ................... (4,276) 1,682 325 
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS ........ 1,172 291 (1,257) 
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR .............. 642 351 1,608 
CASH AND CASH EQUIVALENTS AT END OF YEAR ...................... $1,814 $ 642 $ 351 


See accompanying notes to consolidated financial statements. 
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STATEMENT OF CONSOLIDATED EQUITY 


Balance at January 1, 2011 ..... 


Net income 
Other comprehensive income 
(loss) 


Comprehensive income (loss) ... 


Activity related to restricted 
common stock awards, net 
Employee stock options, 


including income tax benefits .. . 


Cash dividends declared 


Noncontrolling interests, net ..... 
Balance at December 31, 2011 ... 


Net income 
Other comprehensive income 
(loss) 


Comprehensive income (loss) . .. 


Activity related to restricted 
common stock awards, net 
Employee stock options, 


including income tax benefits .. . 


Performance share units 
Cash dividends declared 


Noncontrolling interests, net ..... 
Balance at December 31, 2012 ... 


Net income 
Other comprehensive income 
(loss) 


Comprehensive income (loss) . . . 


Activity related to restricted 
common stock awards, net 
Employee stock options, 


including income tax benefits .. . 


Performance share units 
Cash dividends declared 
Common stock acquired and 

retired 


Balance at December 31, 2013 ... 


Accumulated 


Capital in Other Total Hess 
Common Excess of Retained Comprehensive Stockholders’ Noncontrolling Total 
Stock Par Earnings Income (Loss) Equity Interests Equity 
(In millions) 

$338 $3,256 $14,254 $(1,159) $16,689 $ 120 $16,809 

1,703 1,703 (27) 1,676 

92 92 2, 94 

1,795 (25) 1,770 

1 52 — — 53 — 33 

1 138 — — 139 — 139 
— —_— (136) — (136) — (136) 
—_— (29) 2 — (24) (19) (43) 

340 3,417 15,826 (1,067) 18,516 76 18,592 

2,025 2,025 38 =. 2,063 

574 574 2 576 

2,599 40 2,639 

2 55 — — 57 — 57 

= 44 _ = 44 = 44 

= 8 = = 8 = 8 
— —_— (136) — (136) — (136) 
= = 2 = 2 (3) () 

342 = 3,524 17,717 (493) 21,090 113 21,203 

5,052 5,052 170 5,222 

155 155 6 161 

5,207 176 5,383 

1 32 — — 33 — 33 

2 137 _— —_— 139 — 139 

— 10 — — 10 — 10 
= = G35) — (235) — (235) 
(20) (205) (1,313) _— (1,538) — (1,538) 
= — 14 — 14 (225) (211) 

$325 $3,498 $21,235 $ (338) $24,720 $ 64 $24,784 


See accompanying notes to consolidated financial statements. 
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HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


1. Summary of Significant Accounting Policies 


Nature of Business: Hess Corporation with its subsidiaries (collectively referred to as the Corporation or Hess) is a 
global Exploration and Production (E&P) company that develops, produces, purchases, transports and sells crude oil and 
natural gas. Prior to 2013, the Corporation also operated a Marketing and Refining (M&R) segment, which it began to 
divest during the year. The M&R businesses manufacture refined petroleum products and purchase, market, store and trade 
refined products, natural gas and electricity, as well as operate retail gas stations, most of which have convenience stores. 
See also Note 21, Segment Information in the notes to the Consolidated Financial Statements for a description of the 
Corporation’s reportable segments at December 31, 2013. 


In the first quarter of 2013, the Corporation announced several initiatives to continue its transformation into a more 
focused pure play E&P company. The transformation plan included fully exiting the Corporation’s M&R businesses, 
including its terminal, retail, energy marketing and energy trading operations, as well as the permanent shutdown of 
refining operations at its Port Reading facility, thus completing its exit from all refining operations. HOVENSA L.L.C. 
(HOVENSA), a 50/50 joint venture between the Corporation’s subsidiary, Hess Oil Virgin Islands Corp. (HOVIC), and a 
subsidiary of Petroleos de Venezuela S.A. (PDVSA) had previously shut down its United States (U.S.) Virgin Islands 
refinery in January 2012 and continued operating solely as an oil storage terminal. HOVIC and its partner have also 
commenced a sales process for HOVENSA. The transformation plan also committed to the sale of mature E&P assets in 
Indonesia and Thailand and the pursuit of monetizing Bakken midstream assets by 2015. See also Note 2, Dispositions and 
Note 24, Subsequent Events in the notes to the Consolidated Financial Statements for a description of the divestitures 
completed to date under this transformation plan. 


Principles of Consolidation and Basis of Presentation: The consolidated financial statements include the accounts 
of Hess Corporation and entities in which the Corporation owns more than a 50% voting interest or entities that the 
Corporation controls. The Corporation consolidates the trading partnership in which it owns a 50% voting interest and over 
which it exercises control. The Corporation’s undivided interests in unincorporated oil and gas exploration and production 
ventures are proportionately consolidated. Investments in affiliated companies, 20% to 50% owned and where the 
Corporation has the ability to influence the operating or financial decisions of the affiliate, are accounted for using the 
equity method. 


The 2012 and 2011 financial information has been recast so that the basis of presentation is consistent with that of the 
2013 financial information which reflects the results of operations and cash flows of the Corporation’s divested downstream 
businesses as discontinued operations for all periods presented (See Note 3, Discontinued Operations in the notes to the 
Consolidated Financial Statements). Certain other information in the financial statements and notes has been reclassified to 
conform to the current period presentation. In the preparation of these financial statements, the Corporation has evaluated 
subsequent events through the date of issuance. 


Estimates and Assumptions: In preparing financial statements in conformity with U.S. generally accepted 
accounting principles (GAAP), management makes estimates and assumptions that affect the reported amounts of assets 
and liabilities in the Consolidated Balance Sheet and revenues and expenses in the Statement of Consolidated Income. 
Actual results could differ from those estimates. Estimates made by management include oil and gas reserves, asset and 
other valuations, depreciable lives, pension liabilities, legal and environmental obligations, asset retirement obligations and 
income taxes. 


Revenue Recognition: The Corporation recognizes revenues from the sale of crude oil, natural gas, refined 
petroleum products and other merchandise when title passes to the customer. Sales are reported net of excise and similar 
taxes in the Statement of Consolidated Income. The Corporation recognizes revenues from the production of natural gas 
properties based on sales to customers. Differences between E&P natural gas volumes sold and the Corporation’s share of 
natural gas production are not material. 


In its E&P activities, the Corporation engages in crude oil purchase and sale transactions with the same counterparty 
that are entered into in contemplation of one another for the primary purpose of changing location or quality. Similarly, in 
its marketing activities, the Corporation enters into refined petroleum product purchase and sale transactions with the same 
counterparty. These arrangements are reported net in Sales and other operating revenues in the Statement of Consolidated 
Income. 
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HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (Continued) 


Exploration and Development Costs: E&P activities are accounted for using the successful efforts method. Costs of 
acquiring unproved and proved oil and gas leasehold acreage, including lease bonuses, brokers’ fees and other related costs, 
are capitalized. Annual lease rentals, exploration expenses and exploratory dry hole costs are expensed as incurred. Costs of 
drilling and equipping productive wells, including development dry holes, and related production facilities are capitalized. 
In production operations, costs of injected CO), for tertiary recovery are expensed as incurred. 


The costs of exploratory wells that find oil and gas reserves are capitalized pending determination of whether 
proved reserves have been found. Exploratory drilling costs remain capitalized after drilling is completed if (1) the 
well has found a sufficient quantity of reserves to justify completion as a producing well and (2) sufficient progress is 
being made in assessing the reserves and the economic and operational viability of the project. If either of those 
criteria is not met, or if there is substantial doubt about the economic or operational viability of a project, the 
capitalized well costs are charged to expense. Indicators of sufficient progress in assessing reserves and the economic 
and operating viability of a project include commitment of project personnel, active negotiations for sales contracts 
with customers, negotiations with governments, operators and contractors, firm plans for additional drilling and other 
factors. 


Depreciation, Depletion and Amortization: The Corporation records depletion expense for acquisition costs of 
proved properties using the units of production method over proved oil and gas reserves. Depreciation and depletion 
expense for oil and gas production equipment and wells is calculated using the units of production method over 
proved developed oil and gas reserves. Provisions for impairment of undeveloped oil and gas leases are based on 
periodic evaluations and other factors. Depreciation of all other plant and equipment is determined on the straight-line 
method based on estimated useful lives. Retail gas stations and equipment related to leased properties, are depreciated 
over the estimated useful lives not to exceed the remaining lease period. 


Capitalized Interest: Interest from external borrowings is capitalized on material projects using the weighted 
average cost of outstanding borrowings until the project is substantially complete and ready for its intended use, which 
for oil and gas assets is at first production from the field. Capitalized interest is depreciated over the useful lives of the 
assets in the same manner as the depreciation of the underlying assets. 


Impairment of Long-lived Assets: The Corporation reviews long-lived assets for impairment whenever events 
or changes in circumstances indicate that the carrying amounts may not be recovered. If the carrying amounts are not 
expected to be recovered by undiscounted future cash flows, the assets are impaired and an impairment loss is 
recorded. The amount of impairment is based on the estimated fair value of the assets generally determined by 
discounting anticipated future net cash flows, an income valuation approach, or by a market-based valuation approach, 
which are Level 3 fair value measurements. In the case of oil and gas fields, the net present value of future cash flows 
is based on management’s best estimate of future prices, which is determined with reference to recent historical prices 
and published forward prices, applied to projected production volumes and discounted at a risk-adjusted rate. The 
projected production volumes represent reserves, including probable reserves, expected to be produced based on a 
stipulated amount of capital expenditures. The production volumes, prices and timing of production are consistent 
with internal projections and other externally reported information. Oil and gas prices used for determining asset 
impairments will generally differ from the average prices used in the standardized measure of discounted future net 
cash flows. 


Impairment of Equity Investees: The Corporation reviews equity method investments for impairment 
whenever events or changes in circumstances indicate that an other than temporary decline in value may have 
occurred. The fair value measurement used in the impairment assessment is based on quoted market prices, where 
available, or other valuation techniques, including discounted cash flows. 


Impairment of Goodwill: The Corporation’s goodwill is assigned to the E&P operating segment. Goodwill is 
tested for impairment annually in the fourth quarter or when events or changes in circumstances indicate that the 
carrying amount of the goodwill may not be recoverable. This impairment test is performed at the reporting unit level, 
which accounting standards define as an operating segment or one level below an operating segment. Following a 
reorganization of its management structure in 2013, the Corporation determined its reporting units are its onshore and 
offshore businesses and tests for impairment by comparing the fair value of each reporting unit to its book value, 
including goodwill. If the fair value of a reporting unit exceeds the carrying amount, goodwill is not impaired. If the 
carrying value exceeds the fair value, the Corporation calculates the possible impairment loss by comparing the 
implied fair value of goodwill with the carrying amount. If the implied fair value of goodwill is less than the carrying 
amount, an impairment would be recorded. 
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HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (Continued) 


Cash and Cash Equivalents: Cash equivalents consist of highly liquid investments, which are readily 
convertible into cash and have maturities of three months or less when acquired. 


Inventories: Inventories are valued at the lower of cost or market. For refined petroleum product inventories 
valued at cost, the Corporation uses principally the last-in, first-out (LIFO) inventory method. For the remaining 
inventories, cost is generally determined using average actual costs. 


Income Taxes: Deferred income taxes are determined using the liability method. The Corporation regularly 
assesses the realizability of deferred tax assets, based on estimates of future taxable income, the availability of tax 
planning strategies, the existence of appreciated assets, the available carryforward periods for net operating losses and 
other factors. If it is more likely than not that some or all of the deferred tax assets will not be realized, a valuation 
allowance is recorded to reduce the deferred tax assets to the amount expected to be realized. In addition, the 
Corporation recognizes the financial statement effect of a tax position only when management believes that it is more 
likely than not, that based on the technical merits, the position will be sustained upon examination. Additionally, the 
Corporation has income taxes which have been deferred on intercompany transactions eliminated in consolidation 
related to transfers of property, plant and equipment remaining within the consolidated group. The amortization of 
these income taxes deferred on intercompany transactions will occur ratably with the recovery through depletion and 
depreciation of the carrying value of these assets. The Corporation does not provide for deferred U.S. income taxes for 
that portion of undistributed earnings of foreign subsidiaries that are indefinitely reinvested in foreign operations. The 
Corporation classifies interest and penalties associated with uncertain tax positions as income tax expense. 


Asset Retirement Obligations: The Corporation has material legal obligations to remove and dismantle long- 
lived assets and to restore land or seabed at certain exploration and production locations. The Corporation recognizes a 
liability for the fair value of legally required asset retirement obligations associated with long-lived assets in the period 
in which the retirement obligations are incurred. In addition, the fair value of any legally required conditional asset 
retirement obligations is recorded if the liability can be reasonably estimated. The Corporation capitalizes the 
associated asset retirement costs as part of the carrying amount of the long-lived assets. 


Retirement Plans: The Corporation recognizes the funded status of defined benefit postretirement plans in the 
Consolidated Balance Sheet. The funded status is measured as the difference between the fair value of plan assets and 
the projected benefit obligation. The Corporation recognizes the net changes in the funded status of these plans in the 
year in which such changes occur. Prior service costs and actuarial gains and losses in excess of 10% of the greater of 
the benefit obligation or the market value of assets are amortized over the average remaining service period of active 
employees. 


Derivatives: The Corporation utilizes derivative instruments for both risk management and trading activities. In 
risk management activities, the Corporation uses futures, forwards, options and swaps, individually or in combination, 
to mitigate its exposure to fluctuations in prices of crude oil, natural gas, refined petroleum products and electricity, as 
well as changes in interest and foreign currency exchange rates. The Corporation, through a consolidated partnership, 
trades energy-related commodities and derivatives, including futures, forwards, options and swaps based on 
expectations of future market conditions. 


All derivative instruments are recorded at fair value in the Corporation’s Consolidated Balance Sheet. The 
Corporation’s policy for recognizing the changes in fair value of derivatives varies based on the designation of the 
derivative. The changes in fair value of derivatives that are not designated as hedges are recognized currently in 
earnings. Derivatives may be designated as hedges of expected future cash flows or forecasted transactions (cash flow 
hedges) or hedges of firm commitments (fair value hedges). The effective portion of changes in fair value of 
derivatives that are designated as cash flow hedges is recorded as a component of other comprehensive income (loss) 
while the ineffective portion of the changes in fair value is recorded currently in earnings. Amounts included in 
Accumulated other comprehensive income (loss) for cash flow hedges are reclassified into earnings in the same period 
that the hedged item is recognized in earnings. Changes in fair value of derivatives designated as fair value hedges are 
recognized currently in earnings. The change in fair value of the related hedged commitment is recorded as an 
adjustment to its carrying amount and recognized currently in earnings. 


Fair Value Measurements: The Corporation uses various valuation approaches in determining fair value, 
including the market and income approaches. The Corporation’s fair value measurements also include non- 
performance risk and time value of money considerations. Counterparty credit is considered for receivable balances, 
and the Corporation’s credit is considered for accrued liabilities. 
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The Corporation also records certain nonfinancial assets and liabilities at fair value when required by GAAP. 
These fair value measurements are recorded in connection with business combinations, qualifying nonmonetary 
exchanges, the initial recognition of asset retirement obligations and any impairment of long-lived assets, equity 
method investments or goodwill. 


The Corporation determines fair value in accordance with the fair value measurements accounting standard which 
established a hierarchy for the inputs used to measure fair value based on the source of the inputs, which generally 
range from quoted prices for identical instruments in a principal trading market (Level 1) to estimates determined using 
related market data (Level 3). Measurements derived indirectly from observable inputs or from quoted prices from 
markets that are less liquid are considered Level 2. 


When Level | inputs are available within a particular market, those inputs are selected for determination of fair 
value over Level 2 or 3 inputs in the same market. To value derivatives that are characterized as Level 2 and 3, the 
Corporation uses observable inputs for similar instruments that are available from exchanges, pricing services or broker 
quotes. These observable inputs may be supplemented with other methods, including internal extrapolation or 
interpolation, that result in the most representative prices for instruments with similar characteristics. Multiple inputs 
may be used to measure fair value, however, the level of fair value for each physical derivative and financial asset or 
liability is based on the lowest significant input level within this fair value hierarchy. 


Details on the methods and assumptions used to determine the fair values are as follows: 


Fair value measurements based on Level 1 inputs: Measurements that are most observable are based on 
quoted prices of identical instruments obtained from the principal markets in which they are traded. Closing prices are 
both readily available and representative of fair value. Market transactions occur with sufficient frequency and volume 
to assure liquidity. The fair value of certain of the Corporation’s exchange traded futures and options are considered 
Level 1. 


Fair value measurements based on Level 2 inputs: Measurements derived indirectly from observable 
inputs or from quoted prices from markets that are less liquid are considered Level 2. Measurements based on Level 2 
inputs include over-the-counter derivative instruments that are priced on an exchange traded curve, but have contractual 
terms that are not identical to exchange traded contracts. The Corporation utilizes fair value measurements based on 
Level 2 inputs for certain forwards, swaps and options. 


Fair value measurements based on Level 3 inputs: Measurements that are least observable are estimated 
from related market data, determined from sources with little or no market activity for comparable contracts or are 
positions with longer durations. For example, the Corporation entered into contracts to sell natural gas and electricity to 
customers and offsets the price exposure by purchasing forward contracts. The fair value of these sales and purchases 
may be based on specific prices at less liquid delivered locations, which are classified as Level 3. There may be offsets 
to these positions that are priced based on more liquid markets, which are, therefore, classified as Level 1 or Level 2. 
Fair values determined using discounted cash flows and other unobservable data are also classified as Level 3. 


Share-based Compensation: ‘The fair value of all share-based compensation is recognized as expense on a 
straight-line basis over the full vesting period of the awards. The Corporation estimates the fair value of employee 
stock options at the date of grant using a Black-Scholes valuation model, performance share units using a Monte Carlo 
simulation model, and restricted stock based on the market value of the underlying shares at the date of grant. 


Foreign Currency Translation: The U.S. Dollar is the functional currency (primary currency in which business 
is conducted) for most foreign operations. Adjustments resulting from translating monetary assets and liabilities that 
are denominated in a non-functional currency into the functional currency are recorded in Other, net in the Statement of 
Consolidated Income. For operations that do not use the U.S. Dollar as the functional currency, adjustments resulting 
from translating foreign currency assets and liabilities into U.S. Dollars are recorded in a separate component of equity 
titled Accumulated other comprehensive income (loss). 
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Maintenance and Repairs: Maintenance and repairs are expensed as incurred. Capital improvements are 
recorded as additions in Property, plant and equipment. 


Environmental Expenditures: The Corporation accrues and expenses environmental costs on an undiscounted 
basis to remediate existing conditions related to past operations when the future costs are probable and reasonably 
estimable. The Corporation capitalizes environmental expenditures that increase the life or efficiency of property or 
reduce or prevent future adverse impacts to the environment. 


Changes in Accounting Policies: Effective January 1, 2013, the Corporation adopted ASU 2013-02, 
Comprehensive Income (Topic 220): Reporting of Amounts Reclassified Out of Accumulated Other Comprehensive 
Income (AOCI) which requires aggregated disclosures of amounts reclassified out of AOCI as well as a presentation of 
changes in AOCI balances by component. The changes in AOCI by component, including amounts reclassified out of 
AOCT in their entirety are presented in the Statement of Consolidated Comprehensive Income. 


Effective January 1, 2013, the Corporation adopted ASU 2011-11, Balance Sheet (Topic 210): Disclosures about 
Offsetting Assets and Liabilities which requires disclosure of information needed to evaluate the effects or potential 
effects of the contractual right of setoff for assets and liabilities. This accounting standard update applies to assets and 
liabilities related to financial instruments and derivatives subject to an enforceable master netting arrangement or 
similar agreement. The required disclosures are presented in Note 23, Risk Management and Trading Activities. 


2. Dispositions 
Exploration and Production 


2013: In December, the Corporation completed the sale of its interest in the Natuna A Field, offshore Indonesia 
for total cash proceeds of approximately $656 million. The transaction resulted in a pre-tax gain of $388 million 
($343 million after income taxes), after deducting the net book value of assets including allocated goodwill of 
$39 million. 


In April, the Corporation completed the sale of 100% of its Russian subsidiary, Samara-Nafta for cash proceeds of 
approximately $2.1 billion. Based on its 90% interest in Samara-Nafta, total after-tax proceeds to the Corporation were 
approximately $1.9 billion after working capital and other adjustments. The transaction resulted in a nontaxable gain of 
$1,119 million after deducting the net book value of assets, including allocated goodwill of $148 million. After 
reduction of the noncontrolling interest holder’s share of $168 million, which is reflected in Net income (loss) 
attributable to noncontrolling interests, the net gain attributable to the Corporation was $951 million. 


In March, the Corporation sold its interests in the Azeri-Chirag-Guneshli (ACG) fields (Hess 3%), offshore 
Azerbaijan in the Caspian Sea, and the associated Baku-Tbilisi-Ceyhan (BTC) oil transportation pipeline company 
(Hess 2%) for cash proceeds of $884 million. The transaction resulted in a pre-tax gain of $360 million ($360 million 
after income taxes), after deducting the net book value of assets including allocated goodwill of $52 million. 


In January, the Corporation completed the sale of its interests in the Beryl fields and the Scottish Area Gas 
Evacuation System (SAGE) in the UK North Sea for cash proceeds of $442 million. The transaction resulted in a pre- 
tax gain of $328 million, ($323 million after income taxes), after deducting the net book value of assets including 
allocated goodwill of $48 million. 


2012: In October, the Corporation completed the sale of its interests in the Bittern Field (Hess 28%) in the UK 
North Sea and the associated Triton floating production, storage and offloading vessel for cash proceeds of 
$187 million. The transaction resulted in an after-tax gain of $172 million, after deducting the net book value of assets 
including allocated goodwill of $12 million. 


In September, the Corporation completed the sale of its interests in the Schiehallion Field (Hess 16%) in the UK 
North Sea, its share of the associated floating production, storage and offloading vessel, and the West of Shetland 
pipeline system for cash proceeds of $524 million. The transaction resulted in a pre-tax gain of $376 million 
($349 million after income taxes), after deducting the net book value of assets including allocated goodwill of 
$27 million. 
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In January, the Corporation completed the sale of its interest in the Snohvit Field (Hess 3%), a liquefied natural 
gas project, offshore Norway, for cash proceeds of $132 million. The transaction resulted in an after-tax gain of $36 
million, after deducting the net book value of assets including allocated goodwill of $14 million. 


2011: In February, the Corporation completed the sale of its interests in certain natural gas producing assets in 
the UK North Sea for cash proceeds of $359 million. These disposals resulted in pre-tax gains totaling $343 million 
($310 million after income taxes). In August, the Corporation completed the sale of its interests in the Snorre Field 
(Hess 1%), offshore Norway and the Cook Field (Hess 28%) in the UK North Sea for cash proceeds of $131 million. 
These disposals resulted in after-tax gains totaling $103 million. 


Discontinued Operations 


2013: In December, the Corporation completed the sale of its U.S. East Coast terminal network, St. Lucia 
terminal and related businesses for cash proceeds of approximately $1.0 billion, which generated a pre-tax gain 
of $739 million ($531 million after income taxes), after deducting the net book value of assets. In November, the 
Corporation completed the sale of its energy marketing business for cash proceeds of approximately $1.2 billion, 
which generated a pre-tax gain of $761 million ($464 million after income taxes). 


3. Discontinued Operations 


As a result of the Corporation’s divestiture of its energy marketing business and terminals network and its 
cessation of refining at the Port Reading facility, the results of operations for these businesses have been reported 
as discontinued operations in the Statement of Consolidated Income for all periods presented. These businesses 
were previously included in the M&R segment. 


Sales and other operating revenues and Income from discontinued operations were as follows: 


2013 2012 2011 
(In millions) 

Sales and other operating revenues ............0. 0000s eee $ 12,273 $ 14,386 $ 17,132 

Income from discontinued operations before income taxes ..... $ 1,943 $ 312 $ 222 

Current tax provision (benefit) .................0.0000 eee — — — 

Deferred tax provision (benefit) ........... 0.0.0.2 ee ee eee 689 116 77 

Provision for income taxeS .......... 0.0. eee eee 689 116 77 
Income from discontinued operations, net of income 

VARES? fd o2ucey cicsdaa pond as. su ates ce.8. ine Susvdere agora eG, eda dee esas $ 1,254 §$ 196 $ 145 


* In 2013, Income from discontinued operations included pre-tax gains on asset sales of $1,500 million ($995 million after income taxes). 


The Corporation’s retail marketing business and energy trading joint venture have been classified as 
continuing operations for all periods presented as the Corporation is contemplating different methods of disposal 
and is experiencing lengthy marketing processes. There was no material impact to the results of operations as a 
result of these re-classifications for any period presented. The retail marketing business and energy trading joint 
venture will be classified as discontinued operations when these businesses are divested. 
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4. Exit and Disposal Costs 


The following table provides the components of and changes in the Corporation’s restructuring accruals: 


Exploration Retail 
and Marketing Discontinued 
Production and Other Corporate Operations Total 
(In millions) 
Employee Severance 
Balance at January 1, 2013 ................0220000 00 $ — $ — $ — $ —- $ — 
PEOVISION CA) assess ctetird oa lac dc euitataltvecis Noa seitshueab aya Sotnacbasdeent 75 40 29 108 252 (b) 
PAayMGnts: 4 oascna scat aes accdk, dae deed ane ties oe aed (43) _— (3) (35) (81) 
Balance at December 31, 2013 ................ 000055 32 40 26 73 171 
Facility and Other Exit Costs 
Balance at January 1,2013................... 20008. —_— _— _— _— _— 
PLOVISION oc scedacesctigat ttiaicb cn beset tdvndln Neteritesng ache say as Sovener testes 62 (c) 28 (d) 17 (e) 113 (f) 220 
Payments: ..2.25c5cdbades dane eeeaweadaeeeaees (9) (24) —_— (69) (102) 
Balance at December 31, 2013 ................000055 53 4 17 44 118 
Total restructuring accruals at December 31, 2013 ........ $ 85 $ 44 $ 43 $ 117. $= 289 


(a) Amounts are before the reversal of approximately $33 million of share-based compensation expense related to grants that are expected 
to be forfeited. 

(b) Of the total employee severance charges for 2013, $22 million was included in Operating costs and expenses, $19 million in Exploration 
expenses, $40 million in Marketing expenses, $63 million in General and administrative expenses and $108 million in Income from 
discontinued operations. 

(c) Included $37 million in General and administrative expenses, $16 million in Depreciation, depletion and amortization, $1 million in 
Operating costs and expenses and $8 million in Other, net. 

(d) Included in Marketing expenses. 

(e) Included in General and administrative expenses. 

(f) Included in Income from discontinued operations. 

The employee severance charges primarily resulted from the Corporation’s divestiture program announced 
in March 2013, which was initiated to continue its transformation to a more focused pure play E&P company. 
The severance charges were based on probable amounts incurred under ongoing severance arrangements or other 
statutory requirements, plus amounts earned through December 31, 2013 under enhanced benefit arrangements. 
The expense associated with the enhanced benefits is recognized ratably over the estimated service period 
required for the employee to earn the benefit upon termination. 


The Corporation expects to incur additional enhanced benefit charges of approximately $30 million beyond 
the amounts accrued at December 31, 2013, of which $5 million relates to E&P, $10 million to Retail Marketing 
and Other, $10 million to Corporate and $5 million to discontinued operations. The Corporation’s estimate of 
employee severance costs could change due to a number of factors, including the number of employees that work 
through the requisite service date and the timing of when each remaining divestiture occurs. 


The facility and other exit costs relate to the shutdown of Port Reading refining operations, charges 
associated with the cessation of use of certain leased office space, contract termination costs and professional 
fees associated with the divestitures. 


5. Acquisitions 

In 2011, the Corporation entered into agreements to acquire approximately 85,000 net acres in the dry gas 
area of the Utica Shale play in Ohio for approximately $750 million, principally through the acquisition of 
Marquette Exploration, LLC (Marquette). The acquisition of Marquette was accounted for as a business 
combination and the assets acquired and the liabilities assumed were recorded at fair value. The fair value 
measurements of the oil and gas assets were based, in part, on significant inputs not observable in the market and 
thus represent a Level 3 measurement. The majority of the purchase price was assigned to unproved properties 
and the remainder to producing wells and working capital. See Note 24, Subsequent Events in the notes to the 
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Consolidated Financial Statements for the divestiture of dry gas acreage. 


Also in 2011, the Corporation completed the acquisition of a 50% undivided interest in CONSOL Energy Inc.’s 
(CONSOL) approximately 200,000 acres, in the Utica Shale play in Ohio, for $59 million in cash at closing and the 
agreement to fund 50% of CONSOL’s share of the drilling costs up to $534 million within a 5-year period. This transaction 
was accounted for as an asset acquisition. During the second quarter of 2013, the Corporation reached an agreement with 
CONSOL relating to its ongoing title verification efforts, which reduced the gross joint venture acreage by approximately 
64,000 acres, to approximately 146,000 acres, and the total carry obligation to $335 million, from $534 million. At 
December 31, 2013, the Corporation’s remaining carry obligation was approximately $200 million. 


6. Inventories 


Inventories at December 31 were as follows: 


2013 2012 
(In millions) 
Crude oil and other: charge Stocks) .....5.4si0s0480 0640580558004 404e0a en TEE Cae $ 291 $ 493 
Refined petroleum products and natural gas... 1... eee 618 1,362 
Less: LIFO adjustment... i. csi cdi ce aaw hed ee Ge Loe hand Cepeda sdeaaed eav aes (339) (1,123) 
570 732 
Merchandise, materials and supplies ........ 0... cece eee cee cee eens 384 527 
Total: MMVEMtoOries: % acid acd. 5 Gt bie b Base arate hows ates Soh iies bth re heb gah ate Bhs $ 954 $ 1,259 


The percentage of last-in, first-out (LIFO) inventories to total crude oil, refined petroleum products and natural gas 
inventories was 43% and 71% at December 31, 2013 and 2012, respectively. During 2013 and 2012, the Corporation reduced 
LIFO inventories, which are carried at lower costs than current inventory costs, resulting in gains of $678 million 
($414 million after income taxes) and $165 million ($104 million after income taxes), respectively, that were all classified in 
Income from discontinued operations. Inventories related to the E&P segment were $599 million at December 31, 2013 and 
$738 million at December 31, 2012. 


7. Property, Plant and Equipment 


Property, plant and equipment at December 31 were as follows: 


2013 2012 


(In millions) 
Exploration and Production 


Unproved properties: 5.6% 35 sh eS oeace eeu SH Essa Gee eee eka eee $ 2,460 $ 3,558 
Proved properties: 5c aioe tn sander ade apie edah eds dase teen ged day aenks 4,121 4,072 
Wells, equipment and related facilities .. 0... 0... ee eee ee 37,274 35,385 
43,855 43,015 

Retail Marketing, Corporate and Other ........ 0... eee ee eens 2,095 2,538 
"Total — Ab COSt iss. sé. cs.ds ca tecea hea toad sap dace Saves Ritts webct Mecwks aca wee Seid eae, Seale detoetle aes 45,950 45,553 
Less: Reserves for depreciation, depletion, amortization and lease impairment ......... 17,179 16,746 
Property, plant and equipment — net .... 0... ccc cece eee eee ee reece eens $28,771 $28,807 


Assets Held for Sale: n March 2013, the Corporation approved a plan to divest its E&P assets in Thailand (comprising 
the Pailin (Hess 15%) and Sinphuhorm (Hess 35%) fields) and the Pangkah Field, offshore Indonesia (Hess 75%). At 
December 31, 2013, the book value of assets associated with these properties totaling $1,097 million, primarily consisting of 
the net property, plant and equipment balances as well as allocated goodwill of $76 million, were reported as assets held for 
sale. In addition, liabilities related to these properties totaling $286 million, primarily consisting of asset retirement 
obligations and deferred income taxes, were reported in liabilities associated with assets held for sale. At December 31, 
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2012, assets totaling $1,092 million, including allocated goodwill of $100 million, and liabilities totaling $539 million that 


were related to the ACG and Beryl fields, which were divested in the first quarter of 2013, were reported as held for sale. 
Properties classified as held for sale are not depreciated but are subject to impairment testing. 


Capitalized Exploratory Wells Costs: The following table discloses the amount of capitalized exploratory well 
costs pending determination of proved reserves at December 31, and the changes therein during the respective years: 


2013 2012 2011 
(In millions) 
Beginning balance at January | .. 1.2... ee eee $2,259 $2,022 $1,783 
Additions to capitalized exploratory well costs pending the 
determination of proved reserves ............ 0.00000 0s ee eee 237 407 512 
Reclassifications to wells, facilities and equipment based on the 
determination of proved reserves .............0 00 ee eee eens (106) (41) (171) 
Capitalized exploratory well costs charged to expense ............ (267) (129) (90) 
Dispositions and other ...... 0.0... cece teens (78) — (12) 
Ending balance at December 31 ................0 00 cece eee eee $2,045 $2,259 $2,022 
Number of wells at end of year... 2... ee eee eee 50 68 59 


In 2013, capitalized well costs reclassified based on the determination of proved reserves primarily related to the 
Shenzi project in the Gulf of Mexico. Capitalized exploratory well costs charged to expense in 2013 in the preceding 
table include $260 million to write-off previously capitalized exploration wells in Area 54, offshore Libya, due to civil 
unrest. The preceding table excludes exploratory dry hole costs of $77 million, $248 million and $348 million in 2013, 
2012 and 2011, respectively, which were incurred and subsequently expensed in the same year. 


At December 31, 2013, exploratory drilling costs capitalized in excess of one year past completion of drilling were 
incurred as follows (in millions): 


DOND ee. gs Snes oe b Movies Sore Bi oes S botees eerea Ed Suge eda oe eee bere wait $ 372 
2OUN: ss acess ets nae eee gee hee ey eyes Sete ees palais eeaed eg ater are ae eee 385 
QONO) ieee noe Bobs bh beets eta nad Melee gee ehe ie cht ast ee 358 
2009! wives utn svete ewes 5b Nee SNe sate de etek OSs ele Peake ae ees vad 159 
2008 and prior voce seh oes e Gee oe be eS eekswew hab ee hie eiegi ees Sieg ee ds ew ebony 610 

$1,884 


The capitalized well costs in excess of one year relate to 8 projects. Approximately 45% relates to 
Block WA-390-P, offshore Western Australia, where development planning and commercial activities, including 
negotiations with potential liquefaction partners, are ongoing. Successful negotiation with a third party liquefaction 
partner is necessary before the Corporation can negotiate a gas sales agreement and sanction development of the 
project. Approximately 27% relates to the Corporation’s Pony discovery on Block 468 in the deepwater Gulf of 
Mexico, and 8% relates to the Pony #3 well on Block 469. The Corporation has signed an exchange agreement with the 
partners of the adjacent Green Canyon Blocks 512 and 511, which contain the Knotty Head discovery. Under this 
agreement, Hess was appointed operator and has a 20% working interest in the blocks, which are now collectively 
referred to as the Stampede project. An application to unitize Blocks 468, 512, the western half of 469 and the eastern 
half of 511 is due to be filed with the Bureau of Safety and Environmental Enforcement in the first quarter of 2014. 
Field development planning is progressing and the project is targeted for sanction in 2014. Approximately 16% relates 
to offshore Ghana where the Corporation has drilled seven successful exploration wells. Appraisal plans for the seven 
wells on the block were submitted to the Ghanaian government for approval in June 2013 and by year-end four had 
been approved. The Corporation plans to commence a three well appraisal drilling program in the second half of 2014. 
The remainder of the capitalized well costs in excess of one year relates to projects where further drilling is planned or 
development planning and other assessment activities are ongoing to determine the economic and operating viability of 
the projects. 
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8. Goodwill 
The changes in the carrying amount of goodwill, all of which relate to the E&P segment, are as follows: 
2013 2012 
(In millions) 
Beginning balance at January 1.1... 2. cee eee $2,208 $2,305 
DISPOSIIONS” soc: dete nese dg ened oual de Garena be keene seaweed eas (339) (97) 
Ending balance at December 31 ......... 0... ce eee eee $1,869 $2,208 


* Includes $76 million and $52 million reclassified to Assets held for sale in 2013 and 2012, respectively. 


9. Asset Impairments 


During the fourth quarter of 2013, the Corporation announced the sale of its E&P assets in Indonesia for 
approximately $1.3 billion. The sale was executed in two separate transactions, with Natuna A completing in 
December 2013 and Pangkah in January 2014, as a result of a partner exercising their preemptive rights. Based 
on the sales proceeds for each transaction, fourth quarter 2013 results included a pre-tax gain on asset sale related 
to Natuna A of $388 million ($343 million after income taxes), and a pre-tax asset impairment charge of 
$289 million ($187 million after income taxes) to adjust the carrying value of the Pangkah assets to their fair 
value at December 31, 2013. 


During 2012, the Corporation recorded E&P asset impairment charges totaling $582 million ($344 million 
after income taxes). These impairment charges consisted of $374 million ($228 million after income taxes) 
associated with the divestiture of assets in the Eagle Ford Shale in Texas and $208 million ($116 million after 
income taxes) related to non-producing properties in the UK North Sea. During 2011, the Corporation recorded 
E&P asset impairment charges of $358 million ($140 million after income taxes) related to non-producing 
properties. 


10. HOVENSA L.L.C. Joint Venture 


Hess Oil Virgin Islands Corp., a subsidiary of the Corporation, has a 50% interest in HOVENSA, a joint 
venture with a subsidiary of PDVSA, which owns a refinery in St. Croix, U.S. Virgin Islands. In January 2012, 
HOVENSA shut down its refinery and continued operating solely as an oil storage terminal. In 2013, HOVENSA 
and the Government of the Virgin Islands agreed to a plan to pursue a sale of HOVENSA and the sales process 
commenced in the fourth quarter. If an agreement to sell the refinery cannot be reached, HOVENSA will likely 
not be able to continue operating as an oil storage terminal. 


In 2011 the Corporation recorded a total of $1,073 million of losses from its equity investment in 
HOVENSA, which included $875 million ($525 million after income taxes) related to an impairment recorded by 
HOVENSA and other charges associated with its decision to shut down the refinery. The Corporation’s share of 
the impairment related losses recorded by HOVENSA represented an amount equivalent to the Corporation’s 
financial support to HOVENSA at December 31, 2011, its planned future funding commitments for costs related 
to the refinery shutdown, and a charge of $135 million for the write-off of related assets held by the subsidiary 
which owns the Corporation’s investment in HOVENSA. 


The Corporation’s investment in HOVENSA is accounted for using the equity method. In accordance with 
Rule 3-09 of Regulation S-X, the Corporation has filed financial statements for HOVENSA in this report on 
Form 10-K. 
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11. Asset Retirement Obligations 
The following table describes changes to the Corporation’s asset retirement obligations: 


2013 2012 
(In millions) 
Asset retirement obligations at January 1.1.2.2... 0... eee eee ee $2,661 $2,071 
Liabilities incurred 62 ish iciimetise pide tiie bhtGeetiewnids ede eed 42 186 
Liabilities settled or disposed Of ... 0.0.0... 0. cece eee eee nee (576) (324) 
ACCTEHON CXPCNSE! 2. uses adhe ed etie en dere needa rete mead oag4. Senos 129 135 
Revisions of estimated liabilities ............ 00.0.0. eee eee 573 529 
Foreign currency translation ... 0.0.0.0... cece eee eee (57) 64 
Asset retirement obligations at December 31 ................... 0000000005. 2,772 2,661 
Less: Current-obligations: 2.9. ¢ sc Gein SG eee ee ve peso ened # dan dawned 523 449 
Long-term obligations at December 31 .............. 00.0000 eee eee ee eee $2,249 $2,212 


The revisions in 2013 and 2012 reflect overall increases in estimated abandonment obligations resulting from 
changes in the expected scope of operations, increases in the time expected to complete dismantlement activities and 
updates to service rates. 

12. Debt and Interest Expense 
Long-term debt at December 31 consisted of the following: 


2013 2012 
(In millions) 
Revolving credit facility, weighted average rate 1.6% in 2012 ................. $ — $ 758 
Asset-backed credit facility, weighted average rate 0.8% in 2012 .............. _— 600 
Short-term credit facilities, weighted average rate 1.5% in 2012 ............... —_ 990 
Fixed-rate public notes: 
POG: due ZOU. i siden Satin w'oalalg dwhisiae cad Maueh eed ga pei dada Wraciedtealedans 250 250 
8.1%: due 2019) sist osisc nit bbaebeiaw kb hoee ede bee ebet oddest in 998 998 
DO Fo Ue: 2029 © aera cis dnacttteuss id te esha aaabeo a. ao Anguh gad tad fone ea da ecto tchaeelece gals 695 695 
13% due 2031 ooo oad cess See obec ahesatand dabei Mee dake be ew 747 746 
Di TosAUe 2OS3. scsi acess ica, abacistanehacaniehslacoas alana gnacea terateacade ghanaca dey etcdecgnaaa tennis 598 598 
610% due: 2040 2. cic iscpe bebe iidte ab debe stdn tedden Shei enameled 745 745 
56%: due 2041. x sricce a 3.6ce uw humguie SUE Soe ah OM Glave Edda ined Gita ennee idea A 1,242 1,242 
Total fixed-rate public notes .... 0.0... .. eee cee eens 5,275 5,274 
Leased floating production system ........ 0.0... e eee cece eee eee eee 296 180 
Other fixed-rate notes, weighted average rate 12.9%, due through 2023 ......... 135 111 
Project lease financing, weighted average rate 5.1%, due through 2014 ......... 60 78 
Fair value adjustments — interest rate hedging .................. 00.00 00000, 30 65 
Pollution control revenue bonds, weighted average rate 5.9% in 2012 ........... _— 53 
Other debt <i: sess dadest issued Shthasidenehcsatietob eehowsdd naga 2 2 
RGtal debt... 5.84, scare et ew dowbenced cds abeena owt ds CAG SR toe BSG Ane A 5,798 8,111 
Less: Short-term debt and current maturities of long-term debt ................ 378 787 
Total long-term debt... gs.0004560000eiachotaamt hota nheenetdeaeusaadgs $5,420 $7,324 


The Corporation has a $4 billion syndicated revolving credit facility that is unused at December 31, 2013 and 
matures in April 2016. This facility can be used for borrowings and letters of credit. Borrowings on the facility bear 
interest at 1.25% above the London Interbank Offered Rate. A fee of 0.25% per annum is also payable on the amount 
of the facility. The interest rate and facility fee are subject to adjustment if the Corporation’s credit rating changes. The 
Corporation also had a 364-day asset-backed credit facility which was terminated in September 2013. 
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During 2013, the Corporation repaid a net amount of $2,348 million under available credit facilities, which 
consisted of $758 million from its syndicated revolving credit facility, $990 million from the Corporation’s short- 
term credit facilities and $600 million from its asset-backed credit facility. The Corporation recorded capital 
lease obligations totaling $98 million in conjunction with its commitment to acquire 5O existing Hess retail 
gasoline stations that were previously held under operating leases. The Corporation repaid $136 million of other 
debt in 2013. 


At December 31, 2013, the Corporation’s fixed-rate public notes have a principal amount of $5,300 million 
($5,275 million net of unamortized discount). Interest rates on the outstanding fixed-rate public notes have a 
weighted average rate of 6.9%. 


During 2013, the Corporation recorded a net increase of $116 million in debt related to progress on 
construction of a leased floating production system to be used at the Tubular Bells project. 


The aggregate long-term debt maturing during the next five years is as follows (in millions): 2014 — $378; 
2015 — $74; 2016 — $78; 2017 — $89 and 2018 — $58. 


The Corporation’s long-term debt agreements, including the revolving credit facility, contain financial 
covenants that restrict the amount of total borrowings and secured debt. At December 31, 2013, the Corporation 
is permitted to borrow up to an additional $35.5 billion for the construction or acquisition of assets. The 
Corporation has the ability to borrow up to an additional $5.9 billion of secured debt at December 31, 2013. 


Outstanding letters of credit at December 31 were as follows: 


2013 2012 
(In millions) 
Committed lines® 2... 0... ccc cece eee e eee e eens $ 274 $ 463 
Uncommitted lnes* \ 4.0. 5.4-2-55-5 4 e becca wae dope dna ae eee eh oe ed god Hea beta tene 136 283 
Ota. one te Rk 2 ata Ao a Hee vce ego esis Ee aes aed wena A ence ee $ 410 $ 746 


* Committed and uncommitted lines have expiration dates through 2015. 


Of the $410 million of letters of credit outstanding at December 31, 2013, $117 million relates to contingent 
liabilities and the remaining $293 million relates to liabilities recorded in the Consolidated Balance Sheet. 


The total amount of interest paid (net of amounts capitalized) was $408 million, $419 million and 
$383 million in 2013, 2012 and 2011, respectively. The Corporation capitalized interest of $60 million, 
$28 million and $13 million in 2013, 2012 and 2011, respectively. 


13. Share-based Compensation 


The Corporation granted restricted common shares and performance share units (PSUs) in 2013 and 2012 
under its 2008 Long-term Incentive Plan (LTIP), as amended. The Corporation began awarding PSUs under this 
plan in March 2012. Prior to 2012, the Corporation awarded restricted common stock and stock options. 
Outstanding restricted stock and PSUs generally vest three years from the date of grant. Outstanding stock 
options vest over three years from the date of grant and have a 10-year term and an exercise price equal to the 
market price on the date of grant. 


The number of shares of common stock to be issued under the PSU agreement is based on a comparison of 
the Corporation’s total shareholder return (TSR) to the TSR of a predetermined group of fifteen peer companies 
over a three-year performance period ending December 31 of the year prior to grant issuance. Payouts of the 
performance share awards will range from 0% to 200% of the target awards based on the Corporation’s TSR 
ranking within the peer group. Dividend equivalents for the performance period will accrue on performance 
shares, but will only be paid out on earned shares after the performance period. 
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Share-based compensation expense consisted of the following: 


Before Income Taxes After Income Taxes 
2013 2012 2011 2013 2012 2011 


(In millions) 


Restricted Stock: cicecdicieoddsee we eeeaeee vat deeedes $31 $57 $53 $19 $35 $ 32 
SOCK OPtONS 5 speecgae a sidehs dated geen t Haier eeldhe cmasaeg 13 34 51 8 21 31 
Performance share unitS ......... 0.0... c cece eee ee eee 10 8 — 6 5 — 

MOtal ob 5s scsedcedveeb-ip-gelv vans Gos Gena eae eb eas ph es $54 $99 $104 $33 $61 $ 63 


* Includes pre-tax share-based compensation expense (benefit) included in Income from discontinued operations of approximately 
$(6) million, $16 million and $18 million for 2013, 2012 and 2011, respectively. 


During 2013, the Corporation reversed share-based compensation expenses totaling $33 million 
($25 million for restricted stock, $7 million for PSUs and $1 million for stock options) for grants that are not 
expected to vest as a result of the Corporation’s transformation to a pure play E&P company. 


Based on share-based compensation awards outstanding at December 31, 2013, unearned compensation 
expense, before income taxes, will be recognized in future years as follows (in millions): 2014 — $45, 
2015 — $27 and 2016 — $4. 


The Corporation’s share-based compensation activity consisted of the following: 


Performance Share Units Stock Options Restricted Stock 
Weighted- Weighted- Shares of Weighted- 

Performance Average Fair Average Restricted Average 
Share Value on Date Exercise Price Common Price on Date 

Units of Grant Options per Share Stock of Grant 

(In thousands) (In thousands) (In thousands) 

Outstanding at January 1,2013 .... 414 $ 73.26 12,903 $ 61.45 2,904 $ 66.89 
GTANEd s o4.0 08 ew dw eed doe ye bes 279 111.49 — — 1,207 69.49 
Exercised 2:6. ioe¢ ean een et aes — — (2,323) 51.17 — — 
Vested <iscvactecadacdandeus = = = = (812) 60.52 
BOrreited i5.0%.2:6 se ad Re ait we. es (58) 79.99 (439) 78.41 (434) 69.78 
Outstanding at December 31, 2013* . . 635 $ 89.45 10,141 $ 63.08 2,865 $ 69.36 


* Includes 9,570 thousand exercisable options at a weighted average price of $61.99 at December 31, 2013. 


The table below summarizes information regarding the outstanding and exercisable stock options as of 
December 31, 2013: 


Outstanding Options Exercisable Options 
Weighted- 
Average Weighted- Weighted- 
Remaining Average Average 
Range of Contractual Exercise Price Exercise Price 
Exercise Prices Options Life per Share Options per Share 
(In thousands) (Years) (In thousands) 
$20.00 — $40.00 ..............0.000- 629 1 $ 28.16 629 $ 28.16 
$40.01 — $50.00 .............0 eee ee 1,223 2 49.34 1,217 49.36 
$50:01-= $60.00 og ct sesieue tne ote nate eee 3,064 + 54.98 3,031 54.98 
$60.01 — $80.00 .............0 cee 1,818 6 60.64 1,797 60.55 
$80.01 — $120.00 ......... 0... eee 3,407 5 83.04 2,896 82.89 
4 $ 63.08 9,570 $ 61.99 


10,141 


The intrinsic value (or the amount by which the market price of the Corporation’s common stock exceeds 
the exercise price of an option) at December 31, 2013 totaled $204 million and $203 million for outstanding 
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options and exercisable options, respectively. At December 31, 2013, the weighted average remaining contractual 
term of exercisable options was four years. 


The following weighted average assumptions were utilized to estimate the fair value of PSU awards: 


2013 2012 
Risk tree interest-rate: 22.) satan Gay Galan eva Sa daw ed de Pale se bde Yop are 0.36% 0.40% 
SOCK price VOlataty sie 4 ie Seton ek Bn EWE ea Rael es WB es ge ae 359 394 
Contractual term 1 Years. c..5c08 seas ed cea ea eee be bees He gen 3.0 3.0 
Grant date price of Hess common stock ............ 0.00000 e eee eee eee $ 69.49 §$ 64.14 


The risk free interest rate is based on the vesting period of the award and is obtained from published 
sources. The stock price volatility is determined from the historical stock prices of the peer group using the 
vesting period. The contractual term is equivalent to the vesting period. 


In May 2008, shareholders approved the 2008 LTIP, which was amended in May 2010 and May 2012 to 
increase the number of new shares of common stock available for awards. At December 31, 2013, the 
Corporation had 10.2 million shares that remain available for issuance under the 2008 LTIP, as amended, out of 
the total of 29 million shares of common stock authorized for issuance under the 2008 LTIP, as amended. 


14. Foreign Currency 


Foreign currency gains (losses) before income taxes recorded in Other, net in the Statement of Consolidated 
Income amounted to a loss of $54 million in 2013, a gain of $37 million in 2012 and a loss of $29 million in 
2011, all of which related to the Corporation’s continuing operations. The after-tax foreign currency translation 
adjustments included in Accumulated other comprehensive income (loss) totaled $(1) million at December 31, 
2013 and $169 million at December 31, 2012. 


15. Retirement Plans 


The Corporation has funded noncontributory defined benefit pension plans for a significant portion of its 
employees. In addition, the Corporation has an unfunded supplemental pension plan covering certain employees, 
which provides incremental payments that would have been payable from the Corporation’s principal pension 
plans, were it not for limitations imposed by income tax regulations. The plans provide defined benefits based on 
years of service and final average salary. Additionally, the Corporation maintains an unfunded postretirement 
medical plan that provides health benefits to certain qualified retirees from ages 55 through 65. The measurement 
date for all retirement plans is December 31. 


The following table summarizes the Corporation’s benefit obligations and the fair value of plan assets and 
shows the funded status of the pension and postretirement medical plans: 
Funded Unfunded Postretirement 
Pension Plans Pension Plan Medical Plan 
2013 2012 2013 2012 2013 2012 


(In millions) 
Change in benefit obligation 


Balance at January 1.1.2.1... eee ee eee $2,110 $1,866 $ 234 $ 227 $ 134 $ 125 
NELVICE COSE as cee He Ee ea iw Anes ees 61 64 12 10 4 7 
TNterest COS wees ea Page ne eee eS elas ae a Sd meets 82 81 7 7 3 5 
Actuarial (gain) loss 2... 2... 2. eee eee eee (139) 134 28 13 (4) 2 
Benefit payments ........ 0.0.00. (69) (54) (20) (2) (5) (5) 
Plan curtailments (a) ...... 20.0.0... eee eee eee (103) — (8) — (35) — 
Plan settlements (b) ...... 0.0.0... 0 ccc cece eee — — _ (21) — — 
Special termination benefits ..................0.0. 5 — — — — — 
Foreign currency exchange rate changes ........... 10 19 _— — —_ _— 
Balance at December 31 ..................004. 1,957 2,110 253 234 97 134 
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Funded Unfunded Postretirement 
Pension Plans Pension Plan Medical Plan 


2013 2012 2013 2012 2013 2012 


(In millions) 
Change in fair value of plan assets 


Balance at January 1.1.2.2... eee eee $1,763 $1,493 $ — $ — $ — $ — 
Actual return on plan assets .................004. 292 155 _— — —_— —_— 
Employer contributions .....................000. 146 150 20 23 5 5 
Benefit payments ............. 0.0.0. e eee ee eee (69) (54) (20) (2) (5) (5) 
Plan settlemenits.(b): 320205069054 Sood 4 Rew wariaw ee — — — (21) — — 
Foreign currency exchange rate changes ........... 13 19 —_ — — —_— 
Balance at December 31 ..................004. 2,145 = 1,763 — — — — 
Funded status (plan assets greater (less) than benefit 
obligations) at December 31 ................0.00- 188 (347) (253) = (234) (97) (134) 
Unrecognized net actuarial (gains) losses ............. 405 850 108 97 (2) 39 
Net amount recognized ...........0.00 000 eee eee $ 593 $ 503 $ (145) $ (137) $ (99) $ (95) 


(a) During the first quarter of 2013, the Corporation’s pension and other postretirement plans were impacted by a significant reduction in 
the expected future service from active participants due to the Corporation’s announced asset sales program. 
(b) Plan settlements amounts reported include a charge of $9 million ($5 million after income taxes) due to employee retirements in 2012. 


Amounts recognized in the Consolidated Balance Sheet at December 31 consisted of the following: 


Funded Unfunded Postretirement 
Pension Plans Pension Plan Medical Plan 


2013 2012 2013 2012 2013 2012 


(In millions) 


Pension asset / (accrued benefit liability) ............. $ 188 $ (347) $ (253) $ (234) $ (97) $ (134) 
Accumulated other comprehensive loss, pre-tax* ...... 405 850 108 97 (2) 39 
Net amount recognized ............0 000. c cece eee $ 593 $ 503 $ (145) $ (137) $ (99) $ (95) 


* The after-tax deficit reflected in Accumulated other comprehensive income (loss) for these retirement plans was $342 million at 
December 31, 2013 and $639 million at December 31, 2012. 

The accumulated benefit obligation for the funded defined benefit pension plans decreased to $1,873 million 
at December 31, 2013 from $1,937 million at December 31, 2012. The accumulated benefit obligation for the 
unfunded defined benefit pension plan was $222 million at December 31, 2013 and $216 million at 
December 31, 2012. 

Components of net periodic benefit cost for funded and unfunded pension plans and the postretirement 
medical plan consisted of the following: 


Postretirement 
Pension Plans Medical Plan 
2013 2012 2011 2013 2012 2011 
(In millions) 
SErviCé. COSt 4.24. i.5544 bride eabadid S04 Gadd $ 73 $ 74 $ 58 $ 4 $ 7 $ 6 
INtGPeSt COS: se ce cet tes ceansoweta wena ee soe dre we ake Redan 89 88 89 3 5 5 
Expected return on plan assets .............000 00 eee (41) (116) ~ = (109) — — — 
Amortization of unrecognized net actuarial losses ...... 61 83 47 1 2 2 
Settlement loss... ic. pi.440sian ee baverace nie eeees — 9 — — — — 
Curtailment losSis ies ods. aackodin thangs dale da eave aan dia ee 1 — — — — — 
Special termination benefit recognized ............... 5 — — — — — 
Net periodic benefit cost»... 0.0... . eee eee eee $ 88 $ 138 $ 8 $ 8 $ 14 $ 13 


The Corporation’s 2014 pension and postretirement medical expense is estimated to be approximately 
$20 million, which includes approximately $28 million related to the amortization of unrecognized net actuarial 
losses, offset by improved returns on plan assets. 
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The weighted average actuarial assumptions used by the Corporation’s funded and unfunded pension plans 
were as follows: 


2013 2012 2011 


Weighted average assumptions used to determine benefit obligations at 


December 31 
Discount tate: 2.252460 qci Penn cisa tees ebeie eeeadubsagebes pom 4.6% 38% 4.3% 
Rate of compensation increase ....... 0.0... 2 eee eee ee 4.4 4.3 4.3 


Weighted average assumptions used to determine net benefit cost for the 
years ended December 31 


Discount Tate: tee saad ste BO eee baad eae Ses teele ban 4.0 4.3 3.3 
Expected return on plan assets ....... 0.0... 00. e eee eee ee rE) da 7.5 
Rate of compensation increase ....... 0.0.0... eee 4.3 4.3 4.4 


The actuarial assumptions used by the Corporation’s postretirement medical plan were as follows: 


2013 2012 2011 


Assumptions used to determine benefit obligations at December 31 


Discount Fate. c.ceedces se dadwade obese we Gus bach es Rae ee Rddeeaul s 3.6% 3.1% 3.9% 
Initial health care trend rate .... 1. eee eee 71% 7.3% 8.0% 
Ultimate trend Tate: 26.3 sided sae ehh Gia Doe aa ee ba Reh eae bess 46% 4.8% 5.0% 
Year in which ultimate trend rate is reached ................0000005 2027 2022 2018 


The assumptions used to determine net periodic benefit cost for each year were established at the end of 
each previous year while the assumptions used to determine benefit obligations were established at each year- 
end. The net periodic benefit cost and the actuarial present value of benefit obligations are based on actuarial 
assumptions that are reviewed on an annual basis. The discount rate is developed based on a portfolio of high- 
quality, fixed income debt instruments with maturities that approximate the expected payment of plan 
obligations. The overall expected return on plan assets is developed from the expected future returns for each 
asset category, weighted by the target allocation of pension assets to that asset category. 


The Corporation’s investment strategy is to maximize long-term returns at an acceptable level of risk 
through broad diversification of plan assets in a variety of asset classes. Asset classes and target allocations are 
determined by the Corporation’s investment committee and include domestic and foreign equities, fixed income, 
and other investments, including hedge funds, real estate and private equity. Investment managers are prohibited 
from investing in securities issued by the Corporation unless indirectly held as part of an index strategy. The 
majority of plan assets are highly liquid, providing ample liquidity for benefit payment requirements. The current 
target allocations for plan assets are 50% equity securities, 25% fixed income securities (including cash and 
short-term investment funds) and 25% to all other types of investments. Asset allocations are rebalanced on a 
periodic basis throughout the year to bring assets to within an acceptable range of target levels. 
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The following tables provide the fair value of the financial assets of the funded pension plans as of 


December 31, 2013 and 2012 in accordance with the fair value measurement hierarchy described in Note 1, 
Summary of Significant Accounting Policies in the notes to the Consolidated Financial Statements: 


Level 1 Level 2 Level 3 Total 
(In millions) 
December 31, 2013 
Cash and short-term investment funds ................ $ 3 $ 72 $$ — $ 75 
Equities: 
U.S. equities (domestic) ....... 0.0... c eee eee eee 729 — — 729 
International equities (non-U.S.) ............0 20000 81 171 — 252 
Global equities (domestic and non-U.S.) ............ 8 208 — 216 
Fixed income: 
Treasury and government issued (a) ................ _— 169 1 170 
Government related (b) 0.0.0.0... 00 c eee — 9 —_— 9 
Mortgage-backed securities (C) ...............0008. _— 109 1 110 
Corporate ii. ch eesawhas eee eet tel bee aeeenes 2 124 1 127 
Other: 
1 Core FX 0004 eee ee _— — 291 291 
Private:equity Mund: 3.6. i kek aa eae oes _— — 89 89 
Real estate funds ........ 0.0.0... 0. 10 — 47 57 
Diversified commodities funds .................04- — 20 — 20 
$ 833 $ 882 $ 430 $2,145 
December 31, 2012 
Cash and short-term investment funds ................ $ 2 $ 37 $ — $ 39 
Equities: 
U.S. equities (domestic) ....... 0.0... cece 534 — — 534 
International equities (non-U.S.) ... 0.2.2.2... .0 00 61 148 — 209 
Global equities (domestic and non-U.S.) ............ 5 174 — 179 
Fixed income: 
Treasury and government issued (a) ................ — 184 2 186 
Government related (b) ......... 0.0.00 cee eee — 8 — 8 
Mortgage-backed securities (C) ...............0000. — 96 — 96 
COnporate 4.2 cisco teehee Ce edad pha AES 1 110 — 111 
Other: 
Hedge funds; 2j.:3 neta cde etdew Bes ced dh bea — — 255 255 
Private:equity funds 3.066 csccee res ceewseeeeseeews — — 75 75 
Real estate TUndS 236d -a04 vad-s aanea dee aes are rttara ty coed ee 9 — 45 54 
Diversified commodities funds .................04. 17 — 17 


$ 612 $ 774 $ 377 $1,763 


(a) Includes securities issued and guaranteed by U.S. and non-U.S. governments. 
(b) Primarily consists of securities issued by governmental agencies and municipalities. 


(c) Comprised of U.S. residential and commercial mortgage-backed securities. 


Cash and short-term investment funds consist of cash on hand and short-term investment funds that provide 
for daily investments and redemptions and are valued and carried at a $1 net asset value (NAV) per fund share. 
Cash on hand is classified as Level 1 and short-term investment funds are classified as Level 2. 


Equities consist of equity securities issued by U.S. and non-U.S. corporations as well as commingled 
investment funds that invest in equity securities. Individually held equity securities, which are traded actively on 
exchanges and have readily available price quotes, are classified as Level 1. Commingled fund values, which are 
valued at the NAV per fund share derived from the quoted prices in active markets of the underlying securities, 
are classified as Level 2. 


Fixed income investments consist of securities issued by the U.S. government, non-U.S. governments, 
governmental agencies, municipalities and corporations, and agency and non-agency mortgage-backed securities. 
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This investment category also includes commingled investment funds that invest in fixed income securities. 
Individual fixed income securities are generally priced on the basis of evaluated prices from independent pricing 
services, which are monitored and provided by the third-party custodial firm responsible for safekeeping plan 
assets. Individual fixed income securities are classified as Level 2 or 3. Fixed income commingled fund values, 
which reflect the NAV per fund share derived indirectly from observable inputs or from quoted prices in less 
liquid markets of the underlying securities, are classified as Level 2. 


Other investments consist of exchange-traded real estate investment trust securities, as well as commingled 
fund and limited partnership investments in hedge funds, private equity, real estate and diversified commodities. 
Exchange-traded securities are classified as Level 1. Commingled fund values reflect the NAV per fund share 
and are classified as Level 2 or 3. Private equity and real estate limited partnership values reflect information 
reported by the fund managers, which include inputs such as cost, operating results, discounted future cash flows, 
market based comparable data and independent appraisals from third-party sources with professional 
qualifications. Hedge funds, private equity and non-exchange-traded real estate investments are classified as 
Level 3. 


The following tables provide changes in financial assets that are measured at fair value based on Level 3 
inputs that are held by institutional funds classified as: 


Private Real 
Fixed Hedge Equity Estate 
Income* Funds Funds Funds Total 


(In millions) 


Balance at January 1, 2012 ........ 2.0.0... ce eee eee eee $ 4 $ 211 $ 58 $ 44 $ 317 
Actual return on plan assets held at December 31,2012 ...... — 13 5 1 19 
Purchases, sales or other settlements ..................05. (1) 31 12 — 42 
Net transfers in (out) of Level 3 2.0.20... 0. eee eee ee (1) (1) 
Balancesat December'31,.2012 sn ccc n cea eatin e ees 2 255 75 45 377 
Actual return on plan assets held at December 31, 2013 ...... — 26 11 2 39 
Purchases, sales or other settlements ..................00. 1 10 3 — 14 
Net transfers in (out) of Level 3 2.0... 0... eee eee ee —_— — — —_— — 
Balance at December 31, 2013 ..........0....0.....0000085 $ 3 $ 291 $ 89 $ 47 $ 430 


* Fixed Income includes treasury and government issued, government related, mortgage-backed and corporate securities. 


The Corporation has budgeted contributions of approximately $80 million to its funded pension plans in 
2014. 


Estimated future benefit payments by the funded and unfunded pension plans and the postretirement 
medical plan, which reflect expected future service, are as follows (in millions): 


2) 0) (2 are ae a a ee $ 162 
DVN 2 oes ss escent ctetsecstese esse dca eee bso ane acoue aera eeated tad ekeahe' areca cele aveaee. stages ara canecte 106 
DOM ose Sesto ee ree Su decker dae fear pd eeu Fed ole NE tah & Manisa Lsidhae NB ers eee 119 
QUT oe ore sees vec seas aeaviny Seaeacpeavseteanasts deta drapisdeelacautugresane dainetbaceslaceteetdid shentei is satea-eery Saree 110 
DOW sos 2 bd hese Rocked hao eae de Baa BS BA Sob aesle le ee Ne ed open 3-8 ee eee eae 117 
eats: 201910 2023) x opscine $i deere tee Gee SteacGue, sedie pebvand felch oinendong toitavosiee tp avantets, ake 649 


The Corporation also contributes to several defined contribution plans for eligible employees. Employees 
may contribute a portion of their compensation to the plans and the Corporation matches a portion of the 
employee contributions. The Corporation recorded expense of $41 million in 2013, $40 million in 2012 and 
$28 million in 2011 for contributions to these plans. 
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16. Income Taxes 


The provision (benefit) for income taxes from continuing operations consisted of: 
2013 2012 2011 
(In millions) 


United States 


Federal 
CUNT ENE 5.95 es a Geetiaeandibniarail Gey pees aeons Aeon ace tence eh $ 8 $ 30 $ 202 
Shere 13 po aiees settee Sy ssedne is wank Wy bnce Sets weber? wis Sete wneae ers 67 (419) (653) 
STAC es sia 25 sng aes naan a habiee pela fat Buais Daca e Gos eda andl aed afdund gpateeacdogen 4 34 6 
79 (355) (445) 
Foreign 
CITT oe eae tach ethan casings sees a) tee ce ess abc ea 941 2,019 1,185 
Deferted: 4 6.03.5 d0a-y ie rie ee ace ne eee ea Oates ea ets 187 (220) (60) 
1,128 1,799 1,125 
Total gsciscde chee eee eee ea ented Sake Heer ae 1,207 1,444 680 
Adjustment of deferred taxes for foreign income tax law changes* ..... (682) 115 29 
Total provision for income taxes ........ 0.0... e ee eee eee $ 525 $1,559 $ 709 


* 


In 2013, amount reflects $674 million for the effect of the Denmark hydrocarbon income tax law change to the Chapter 3A regime from the 
Chapter 3 regime in December 2013 and $8 million for the effect of a change in Norway’s hydrocarbon and base corporate income tax 
rates in December 2013. In 2012, amount reflects the effect of the UK supplementary income tax rate change in July 2012. In 2011, amount 
reflects the July 2011 increase in the supplementary tax on petroleum operations in the UK. 


Income from continuing operations before income taxes consisted of the following: 


2013 2012 2011 
(In millions) 
United States (a)... ete nents $ 473 $ (520) $ 14 
POrei on (D) sacs coin bea Ghia cuuy setae seeds eee ew’ 4,020 3,946 2,226 
Total income from continuing operations before income taxes.... $4,493 $3,426 $2,240 


(a) Includes substantially all of the Corporation’s interest expense and the results of hedging activities. 
(b) Foreign income includes the Corporation’s Virgin Islands and other operations located outside of the U.S. 


The components of deferred tax liabilities and deferred tax assets at December 31 were as follows: 
2013 2012 
(In millions) 
Deferred tax liabilities 


Property, plant and equipment ......... 20.0... 0... eee eee eee ee $(5,581) $(5,345) 
Other ai. sides been biedk bbb Sind hepa de ieee has (155) (105) 
Total deferred tax liabilities 2.2... 0.0... cece eens (5,736) (5,450) 
Deferred tax assets 
Net operating loss carryforwards ......... 00.0.0. e eee ee eee 2,726 1,985 
Tax credit carryforwatds oid .sse ee cee dnt awk ele edeka vey eens sae wed 161 373 
Property, plant and equipment and investments ....................00005. 2,643 2,796 
Accrued compensation, deferred credits and other liabilities .............. 982 976 
Asset retirement obligations ......... 0.0.00. eee eee eee 1,516 1,340 
CST ots di aie easy ace ee Ste eG ae & Sicha, eer gu ek beds dea’ MUR eudee ieee’ MANorE ae eG 216 313 
Total: déferted tax:assets:.. «02. once eeenew celles oaiew cereale 8,244 7,783 
Valuatronvallowances a..2 24a needa bee oe es hee dee ee ee (1,519) (1,282) 
Total deferred tax assets, net of valuation allowances .................. 6,725 6,501 
Net deferred tax assetS .... 0... 0. c ccc cece eee ence nee e ences $ 989 $1,051 
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At December 31, 2013, the Corporation has recognized a gross deferred tax asset related to net operating 
loss carryforwards of $2,726 million before application of the valuation allowances. The deferred tax asset is 
comprised of $2,390 million attributable to foreign net operating losses which begin to expire in 2020, $71 
million attributable to U.S. federal operating losses which begin to expire in 2020 and $265 million attributable 
to losses in various U.S. states which begin to expire in 2014. The deferred tax asset attributable to foreign net 
operating losses, net of valuation allowances, is $1,704 million, substantially all of which relates to loss 
carryforwards in Denmark, Norway and Malaysia. At December 31, 2013, the Corporation has federal, state and 
foreign alternative minimum tax credit carryforwards of $110 million which can be carried forward indefinitely, 
and approximately $1 million of other business credit carryforwards. Foreign tax credit carryforwards, which 
begin to expire in 2016, total $50 million. 


In the Consolidated Balance Sheet, deferred tax assets and liabilities are netted by taxing jurisdiction and are 
recorded at December 31 as follows: 


2013 2012 
(In millions) 
Other cutrent: assets) 32246-2604 0sydadwed bebe etadndsin wor baw eee4 es $ 963 $ 596 
Deferred income taxes (long-term asset) ... 0.0.0... 0. cee eee ee eee 2,319 3,126 
Accrued: abies e:-. sae wk coe Saree eae doe ee eee Gee ees (1) (9) 
Deferred income taxes (long-term liability) ...... 0.0.0.0... eee eee eee eee (2,292) (2,662) 
Net deferred tax assetS 2.0... 0.0. ccc ccc cece ee eee tee ence eaes $ 989 $1,051 


A net deferred tax liability of $157 million, primarily relating to fixed asset basis differences and net 
operating losses of the Corporation’s subsidiaries in Thailand and Indonesia, is included in current liabilities 
associated with assets held for sale in the Consolidated Balance Sheet at December 31, 2013. 


The difference between the Corporation’s effective income tax rate from continuing operations and the U.S. 
statutory rate is reconciled below: 


2013 2012 2011 

U.S, Statutory fate wie eek wh ta waaay eet ead 35.0% 35.0% 35.0% 
Effect of foreign operations* ....... 0.0... cece eee eee 7.2 12:5 (4.1) 
State income taxes, net of Federal income tax .................005. 0.1 0.6 0.1 
Change in enacted tax laws ....... 0... cece cee ee eee nee (15.2) 3.3 1.3 
Gains on asset sales, nét. .2... 62.04 0560 scenes tea se eee ede sdwees (16.0) (5.3) (5.5) 
Effect of equity loss and operations related to HOVENSA L.L.C. ..... —_ — 3.1 
Oe? sdidwaiecd hola eaddaortd aoe ebb tone $6546 anabo det 0.6 (0.6) 1.8 

MCA cob ats ie icact cashes este create ac Miees how sobuastertn tines  acaed os Stoo teauene es 11.7% 45.5% 31.7% 


* The variance in effective income tax rates attributable to the effect of foreign operations primarily resulted from the suspension of 
operations in Libya for most of 2011 and part of 2013. 


Below is a reconciliation of the beginning and ending amounts of unrecognized tax benefits: 


2013 2012 
(In millions) 
Balance at January Vo viscs oasis ocied a paces pedis eiaatas PRBS GRE HR eee aeieaess $ 523 $ 415 
Additions based on tax positions taken in the current year................. 161 132 
Additions based on tax positions of prior years ......... 0.0.0 eee eee eee 2 45 
Reductions based on tax positions of prior years .............. 000000000. (96) (33) 
Reductions due to settlements with taxing authorities ...................-. (19) (30) 
Reductions due to lapses in statutes of limitation ..................2.0005 (1) (6) 
Balance at: December 30) .4...034 sadn ous tacddaaeealedeeceus eeeecus eens $ 570 $ 523 
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The December 31, 2013 balance of unrecognized tax benefits includes $503 million that, if recognized, 
would impact the Corporation’s effective income tax rate. Over the next 12 months, it is reasonably possible that 
the total amount of unrecognized tax benefits could decrease by $15 million to $25 million due to settlements 
with taxing authorities or other resolutions, as well as lapses in statutes of limitation. The Corporation had 
accrued interest and penalties related to unrecognized tax benefits of $52 million and $60 million as of 
December 31, 2013 and 2012, respectively. 


The Corporation has not recognized deferred income taxes on the portion of undistributed earnings of 
foreign subsidiaries expected to be indefinitely reinvested in foreign operations. The Corporation had 
undistributed earnings from foreign subsidiaries that it expects to be indefinitely reinvested in foreign operations 
of approximately $7.5 billion as of December 31, 2013. If these earnings were not indefinitely reinvested, a 
deferred tax liability of approximately $2.6 billion would be recognized, not accounting for the utilization of 
foreign tax credits in the U.S. 


The Corporation and its subsidiaries file income tax returns in the U.S. and various foreign jurisdictions. 
The Corporation is no longer subject to examinations by income tax authorities in most jurisdictions for years 
prior to 2005. 


Income taxes paid (net of refunds) in 2013, 2012 and 2011 amounted to $1,353 million, $1,822 million and 
$1,384 million, respectively. 


17. Outstanding and Weighted Average Common Shares 


The following table provides the changes in the Corporation’s outstanding common shares: 


2013 2012 2011 
(In millions) 

Balance at January 1 .... 2. eee 341.5 340.0 337.7 
Activity related to restricted common stock awards, net ...... 0.8 1.3 0.6 
Stock options exercised ... 0... 2... eee eee eee eee 2.3 0.2 1.7 
Shares repurchased* 1.1.0.0... 0.0... cece eee eee eee (19.3) — — 

Balance at December 31 ..... 0... 0... ccc eee es 325.3 341.5 340.0 


* See Note 18, Share Repurchase Plan in the notes to the Consolidated Financial Statements. 


The following table presents the calculation of basic and diluted earnings per share: 


2013 2012 2011 
(In millions) 
Income from continuing operations, net of income taxes ...... $ 3,968 $ 1,867 $ 1,531 
Less: Net income (loss) attributable to noncontrolling interests . . . 170 38 (27) 
Net income from continuing operations attributable to Hess 
CormportOn occscce dee ees he ands paca Vaden ed daaenles 3,798 1,829 1,558 
Income from discontinued operations, net of income taxes ..... 1,254 196 145 
Net income attributable to Hess Corporation ................ $ 5,052 $ 2,025 $ 1,703 
Weighted average common shares outstanding: 
BaSIG: oss dcccaccle Sacd hed ol wd eda hace eae bce dieds 336.6 338.4 336.9 
Effect of dilutive securities 
Restricted common stock .......... 0.00 cece ee eee eee 1.4 1.1 1.4 
SLOCK: OPHONS: auch es) acess thea siy ak Ah ns adralap aries eterdidcucdne Rides 1.7 0.8 1.6 
Performance share units ........ 0.00.00 cee ee eee eee 1.2 — — 
Diluted 0... ccc ce cee ete e eet en eas 340.9 340.3 339.9 
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2013 2012 2011 
Net income attributable to Hess Corporation per share: 

Basic: 

Continuing operations ........ 0... eee eee $11.28 $ 540 $ 462 

Discontinued operations ........ 0.0.0.0... cee eee eee 3.73 0.58 0.43 
Netincome per share © .5 0 sisauied ain atee Mea ace ewe ew a dow $15.01 $ 598 $ 5.05 
Dillbed s 33.6: 50:8 sn ose Bane dioseons, hee acd Blece bd Aa ae are aunard Aoethvans 

Continuing operations ........ 0... 0. cece eee eee $1114 $ 537 $ 4.58 

Discontinued operations ........ 0.0.00... cee eee eee ee 3.68 0.58 0.43 


Net income per share ........ 00.0... ce eee eee ee eee $1482 $ 595 $ 501 


The weighted average common shares used in the diluted earnings per share calculations exclude the effect 
of approximately 4.4 million, 9.2 million and 3.5 million out-of-the-money stock options for 2013, 2012 and 
2011, respectively. Based on the Corporation’s TSR, the diluted earnings per share calculations also exclude the 
effects of 414,175 PSUs for 2012. Cash dividends declared on common stock totaled $0.70 per share ($0.10 per 
share for the first two quarters and $0.25 per share commencing in the third quarter) during 2013. Cash dividends 
were $0.40 per share ($0.10 per quarter) for both 2012 and 2011. 


18. Share Repurchase Plan 


In March 2013, the Corporation announced a board authorized plan to repurchase up to $4 billion of 
outstanding common stock using proceeds from its announced asset divestiture program. From August through 
December 31, 2013, the Corporation purchased approximately 19.3 million shares for a total cost of 
approximately $1.54 billion, which is an average cost of $79.65 per share including transaction fees. As of 
December 31, 2013, the Corporation may purchase up to approximately $2.46 billion of additional common 
stock under its board authorized plan. The weighted average of common shares outstanding used in the earnings 
per share calculations for 2013 do not reflect the full amount of the stock repurchases, due to the timing of the 
purchases. 


19. Leased Assets 


The Corporation and certain of its subsidiaries lease gasoline stations, drilling rigs, tankers, office space and 
other assets for varying periods under contractual obligations accounted for as operating leases. Certain operating 
leases provide an option to purchase the related property at fixed prices. At December 31, 2013, future minimum 
rental payments applicable to non-cancelable operating leases with remaining terms of one year or more (other 
than oil and gas property leases) are as follows (in millions): 


DONS i535 'f sabi Cacte ee Niddree eae obs SOs oes EEE LEAR aga e headed we aee bane $ 805 
2OUD» 5. c12.5occk eeetea de aoe Dobale biked bs eons Rei ds db eee a ede badongo 530 
2ONG:- aSo 555.50 boob g ie BOtb 4 et ee fat eh ha atehet bel Sib ebthbeesea ds 126 
QOUT: cites seater thee eee ad teas Sedal as Adee eyleSt ade ts meee ek enews Dede Sue 122 
AVN 3b Sig Gs Bh a Ny caeriects Weiner Hye ALS Seda ume teneeb lb Gute S Gagucaerd Sew, beets Ne ah oetw Bela ese 106 
Retaining years + .2.cc¢0% ene oh ond ohE eek Se eka w eden etek ede moa ee aulae 843 
Total minimum lease payments ........ 0.0... ec cette eens 2,932 
Less: Income from subleases ..4....0s4.0i.0.0 08 e0b bee in heres Dee aden e ede eees we 54 

Net minimum lease payments ......... 0.0... cece cette eee $2,478 


Operating lease expenses for drilling rigs used to drill development wells and successful exploration wells 
are capitalized. 
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Rental expense was as follows: 


2013 2012 2011 


(In millions) 


Total rental expense: ..c..2e0 eb cet cas ata eee ede beeen eon eese $355 $375 $348 
Less: Income from subleases .......... 0.0.0 cece eee eee eee 15 15 12 
Net rental €xpense’ .44cic.ctsaihostdeeune being beadadeecn ben $340 $360 $336 


20. Guarantees and Contingencies 


At December 31, 2013, the Corporation has $117 million in letters of credit for which it is contingently 
liable. The Corporation is subject to loss contingencies with respect to various lawsuits, claims and other 
proceedings, including environmental matters. A liability is recognized in the Corporation’s consolidated 
financial statements when it is probable a loss has been incurred and the amount can be reasonably estimated. If 
the risk of loss is probable, but the amount cannot be reasonably estimated or the risk of loss is only reasonably 
possible, a liability is not accrued; however, the Corporation discloses the nature of those contingencies. 


The Corporation, along with many other companies engaged in refining and marketing of gasoline, has been 
a party to lawsuits and claims related to the use of methyl tertiary butyl ether (MTBE) in gasoline. A series of 
similar lawsuits, many involving water utilities or governmental entities, were filed in jurisdictions across the 
United States against producers of MTBE and petroleum refiners who produced gasoline containing MTBE, 
including the Corporation. The principal allegation in all cases was that gasoline containing MTBE is a defective 
product and that these parties are strictly liable in proportion to their share of the gasoline market for damage to 
groundwater resources and are required to take remedial action to ameliorate the alleged effects on the 
environment of releases of MTBE. In 2008, the majority of the cases against the Corporation were settled. In 
2010 and 2011, additional cases were settled including an action brought in state court by the State of New 
Hampshire. Cases brought by the State of New Jersey and the Commonwealth of Puerto Rico remain unresolved. 
The Corporation has reserves recorded which it believes are adequate to cover its expected liability in these 
cases. 


The Corporation is from time to time involved in other judicial and administrative proceedings, including 
proceedings relating to other environmental matters. The Corporation cannot predict with certainty if, how or 
when such proceedings will be resolved or what the eventual relief, if any, may be, particularly for proceedings 
that are in their early stages of development or where plaintiffs seek indeterminate damages. Numerous issues 
may need to be resolved, including through potentially lengthy discovery and determination of important factual 
matters before a loss or range of loss can be reasonably estimated for any proceeding. Subject to the foregoing, in 
management’s opinion, based upon currently known facts and circumstances, the outcome of such proceedings is 
not expected to have a material adverse effect on the financial condition, results of operations or cash flows of 
the Corporation. 


21. Segment Information 


The Corporation is transitioning to a pure play E&P company. In the first quarter of 2013, the Corporation 
announced plans to divest its downstream businesses, which were previously included in the M&R operating 
segment. Accordingly, the results of operations for the downstream businesses that were sold or ceased 
operations during 2013 have been classified as discontinued operations and are excluded from these segment 
disclosures for all periods presented. As a result, the Corporation currently has two operating segments, E&P and 
Retail Marketing and Other, which consists of the remaining downstream businesses that it plans to divest. This 
structure is used by the chief operating decision maker to allocate resources and assess operating performance. 
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The following table presents financial data by operating segment: 


Exploration Retail 
and Marketing 
Production and Other Corporate Total 
(In millions) 

2013 
Operating revenues (a) ..... 00... ect eeeeee $ 11,905 $ 10,3379 $ — §$ 22,284 
Net income (loss) from continuing operations attributable 

to Hess Corporation ........0. 000 cece eee teens $ 4,303 $ (65) $ (440) $ 3,798 
Interest'Expense: opiidasieehe nieve akbaas Hoe ve alee ena ts $ — $ — $ 406 $ 406 
Depreciation, depletion and amortization .................... 2,671 84 15 2,770 
Asset IMpairmMentS: 23 vcs Ghd ei edw eden a Meek ae ee whee 289 _— —_— 289 
Provision (benefit) for income taxes ..............00 0c eee 831 (39) (267) 525 
Investments in affiliates 2.2.0.2... 0. eee 109 578 — 687 
Identifiable: assets:(b). 22: esc ncacaee east wack es acca wha 37,863 2,644 939 41,446 
Capital employed (C) secs. 5 ote as wee ae Boe ates od hoe a ee 27,850 1,597 1,939 31,386 
Capital expenditures: .. ccs pteccetawntind be pales Aes eaase 5,709 73 58 5,840 
2012 
Operating revenues (a) ........ 0... cece cee eee ees $ 12,245 $ 11,136 $ — §$ 23,381 
Net Income (loss) from continuing operations attributable 

to. Hess Corporation ince d ao Sede a See ARs AES Sa Oa $ 2,212 35 $ (418) $ 1,829 
Interest-eXPeNse: je is.ccive caste eee Oa aba dace ea tes $ — — $ 419 $ 419 
Depreciation, depletion and amortization ..................4. 2,853 56 13 2,922 
Asset impairments 1... 0... 0.0... c eee eee eee 582 — — 582 
Provision (benefit) for income taxes ..............00 eee eee 1,793 29 (263) 1,559 
Investments in affiliates 22.0.0... ene 75 368 — 443 
Identifiable assets (B) scsi ckecteca teres howe ed he dads aie ds 37,687 2,066 615 40,368 
Capital employed (Cc)... 0.0... 2 eee cee eee 26,339 1,212 405 27,956 
Capital expenditures ....... 0... eee eee eee 7,676 61 6 7,743 
2011 
Operating revenues (a) ..... 2.2... eee ees $ 10,646 $ 10,805 $ — §$ 21,451 
Net income (loss) from continuing operations attributable 

to Hess. Corporation ..2...24 d.045:20hG iiecb whe ed ede aes $ 2,675 $ (729) $ (388) $ 1,558 
Loss from equity investment in HOVENSA L.L.C............. $ — $ (1,073) $ — §$ (1,073) 
INteresl-ExPenSe: wkd heck duty ewes Sheed Gea Meds ol Bas — —_— 383 383 
Depreciation, depletion and amortization .................04. 2,305 55 13 2,373 
Asset impairments: 2d. bees w FiG eed diadag sa dens Teds au dees 358 —_— —_— 358 
Provision (benefit) for income taxes ............0.000 eee 1,313 (349) (255) 709 
Investments in affiliates 2... .. 0.0... eee 97 287 — 384 
Identifiable assets (b) 20... eens 32,323 2,960 511 35,794 
Capital employed (C): case. saew a iititedine ie Yea ga te eda gs 22,699 1,453 (387) 23,765 
Capital expenditures 2.00... cc cede eee eee eee 6,888 50 3 6,941 


(a 


= 


Consists of Sales and other operating revenues that are reported net of excise and similar taxes in the Statement of Consolidated Income, 


which amounted to approximately $1,230 million, $1,530 million and $1,450 million in 2013, 2012 and 2011, respectively. 


(b 
(c) E&P, Retail Marketing and Other and Corporate only. Calculated as equity plus debt. 


= 


Excludes identifiable assets related to the discontinued operations. 
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The following table presents financial information by major geographic area: 


Asia 
United and 
States Europe Africa Other Total 
(In millions) 
2013 
Operating revenues ...............04. $16,589 $ 1,336 $ 2,736 $1,623 $22,284 


Property, plant and equipment (net) (b) .. 16,082 7,475 (a) 2,310 2,899 28,766 
2012 

Operating revenues ...............25. $16,588 $ 2,530 $ 2,484 $ 1,779 $23,381 

Property, plant and equipment (net) (b) .. 13,914 8,172 (a) 2,517 3,875 28,478 
2011 

Operating revenues .................. $14,916 $ 3,137 $ 1,782 $ 1,616 $21,451 

Property, plant and equipment (net) (b) .. 11,172 6,826 (a) 2,355 4,033 24,386 


(a) Of the total Europe, Property, plant and equipment (net), Norway represented $6,348 million, $6,426 million and $5,031 million in 
2013, 2012 and 2011, respectively. 
(b) Excludes Property, plant and equipment (net) related to the discontinued operations. 


22. Related Party Transactions 


The following table presents the Corporation’s related party transactions: 


2013 2012 2011 
(In millions) 

Purchases: 

MOVENSA(@)  scsdenac’ cs eters. dove ee hedeana ahs eipace be eames $ — $ 145 $ 3,806 

Bayonne Energy Center LLC (b) ................ 00.00.0000. 38 20 — 
Sales: 

WulCOHESS a 42508 ba eod-g's eed Od SE BEE bade ws Bae wae OR Se 2,828 3,058 2,898 

THO VIBNSAS oo cicatosesttecnie ea. 4-ers, ath eoes ay earans deca duende Mates. Bi eo 90 191 710 


(a) The Corporation ceased purchasing refined products from HOVENSA following the closure of HOVENSA’s refinery in January 2012. 
(b) Represents purchases of electricity from this 50% owned joint venture under a tolling agreement. 


The following table presents the Corporation’s related party accounts receivable (payable) at December 31: 


2013 2012 
(In millions) 
WAIICOHIESS: ee cess ae tae a ee ec Seka a ae e EE meee ete oeite $ 114 $ 119 
Bayonne Energy Center LLC nce eed yes eee eee eee (4) (3) 


23. Risk Management and Trading Activities 


In the normal course of its business, the Corporation is exposed to commodity risks related to changes in the 
prices of crude oil, natural gas, refined petroleum products and electricity, as well as changes in interest rates and 
foreign currency values. In the disclosures that follow, risk management activities are referred to as corporate and 
energy marketing risk management activities. The Corporation also has trading operations, through a 50% voting 
interest in a consolidated partnership, that trades energy-related commodities, securities and derivatives. These 
activities are also exposed to commodity price risks primarily related to the prices of crude oil, natural gas, 
refined petroleum products and electricity as well as foreign currency values. In March 2013, the Corporation 
announced plans to divest its downstream businesses, which included its energy marketing risk management and 
trading activities. In November, the Corporation completed the sale of its energy marketing business. 


76 


HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (Continued) 


The Corporation maintains a control environment for all of its risk management and trading activities under 
the direction of its chief risk officer and through its corporate risk policy, which the Corporation’s senior 
management has approved. Controls include volumetric, term and value at risk limits. The chief risk officer must 
approve the trading of new instruments and commodities. Risk limits are monitored and reported on a daily basis 
to business units and senior management. The Corporation’s risk management department also performs 
independent price verifications (IPV’s) of sources of fair values and validations of valuation models. The 
Corporation’s treasury department is responsible for administering foreign exchange rate and interest rate 
hedging programs using similar controls and processes, where applicable. 


The Corporation’s risk management department, in performing the IPV procedures, utilizes independent 
sources and valuation models that are specific to the individual contracts and pricing locations to identify 
positions that require adjustments to better reflect the market. This review is performed quarterly and the results 
are presented to the chief risk officer and senior management. The IPV process considers the reliability of the 
pricing services through assessing the number of available quotes, the frequency at which data is available and, 
where appropriate, the comparability between pricing sources. 


Following is a description of the Corporation’s activities that use derivatives as part of their operations and 
strategies. Derivatives include both financial instruments and forward purchase and sale contracts. Gross notional 
amounts of both long and short positions are presented in the volume tables beginning below. These amounts 
include long and short positions that offset in closed positions and have not reached contractual maturity. Gross 
notional amounts do not quantify risk or represent assets or liabilities of the Corporation, but are used in the 
calculation of cash settlements under the contracts. 


Corporate Risk Management Activities: Corporate risk management activities include transactions 
designed to reduce risk in the selling prices of crude oil or natural gas produced by the Corporation or to reduce 
exposure to foreign currency or interest rate movements. Generally, futures, swaps or option strategies may be 
used to fix the forward selling price of a portion of the Corporation’s crude oil or natural gas production. Forward 
contracts may also be used to purchase certain currencies in which the Corporation does business with the intent 
of reducing exposure to foreign currency fluctuations. These forward contracts comprise various currencies 
including the British Pound and Thai Baht. Interest rate swaps may be used to convert interest payments on 
certain long-term debt from fixed to floating rates. 


The gross volumes of the Corporate risk management derivative contracts outstanding at December 31, were 
as follows: 


2013 2012 
Commodity, primarily crude oil (millions of barrels) ....................00. 9 1 
Foreign exchange (millions of U.S. Dollars) ....... 0.0.0.0 $ 220 $1,285 
Interest rate swaps (millions of U.S. Dollars) ...... 0.0.0... eee ee eee $ 865 $ 880 


Crude oil price hedging contracts increased E&P Sales and other operating revenues by $39 million 
($25 million after income taxes) in 2013, and reduced E&P Sales and other operating revenues by $688 million 
($431 million after income taxes) in 2012 and $517 million ($327 million after income taxes) in 2011. At 
December 31, 2013, the after-tax deferred gains in Accumulated other comprehensive income (loss) related to 
Brent crude oil hedges were $5 million, which will be reclassified into earnings during 2014 as the hedged crude 
oil sales are recognized in earnings. The amount of ineffectiveness from Brent crude oil hedges that was 
recognized immediately in Sales and other operating revenues was immaterial in 2013, a loss of $9 million in 
2012 and a gain of $9 million in 2011. 


During 2013, the Corporation had Brent crude oil fixed-price swap contracts to hedge 90,000 barrels of oil 
per day (bopd) of crude oil sales volumes at an average price of approximately $109.70 per barrel. In October 
2008, the Corporation closed Brent crude oil hedges covering 24,000 bopd through 2012 by entering into 
offsetting contracts with the same counterparty. The deferred after-tax losses, as of the date the hedge positions 
were closed, were recorded in earnings as the contracts matured. The Corporation also had Brent crude oil fixed- 
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price swap contracts to hedge 120,000 bopd of crude oil sales volumes for the full year of 2012 at an average 
price of $107.70 per barrel. The Corporation has entered into Brent crude oil fixed price swap contracts to hedge 
25,000 bopd for calendar year 2014 at an average price of $109.12 per barrel. 


At December 31, 2013 and 2012, the Corporation had interest rate swaps with gross notional amounts of 
$865 million and $880 million, respectively, which were designated as fair value hedges. Changes in the fair 
value of interest rate swaps and the hedged fixed-rate debt are recorded in Interest expense in the Statement of 
Consolidated Income. For the years ended December 31, 2013 and 2012, the Corporation recorded a decrease of 
$35 million and an increase of $12 million (excluding accrued interest) respectively, in the fair value of interest 
rate swaps and a corresponding adjustment in the carrying value of the hedged fixed-rate debt. 


Gains or losses on foreign exchange contracts that are not designated as hedges are recognized immediately 
in Other, net in Revenues and non-operating income in the Statement of Consolidated Income. 


Net realized and unrealized pre-tax gains (losses) on derivative contracts used in Corporate Risk 
Management activities and not designated as hedges amounted to the following: 
2013 2012 2011 
(In millions) 


COMMOGIEY > sissch ad segs ghthg haa acho diog vachcen'n sd ahadecpiacdnadgritatecacsialnabaeuacealecangtaecs $— $1 $ 1 
POre1en: exchange” 261 sic has tda vee eh tae ee Eee eats (39) 43 (15) 
MDOTALL a deserts Gee acaray nce een cea thee a feetan pessoa apeot tay aed ha aee oS eee ete $ (339) $44 §$ (14) 


Energy Marketing Risk Management Activities: In November 2013, the Corporation completed the sale 
of its energy marketing business to Direct Energy, a North American subsidiary of Centrica plc 
(Centrica). Certain derivative contracts, including new transactions following the closing date, (the “delayed 
transfer derivative contracts”) have not been transferred to Direct Energy, as required customer or regulatory 
consents have not been obtained. However, the agreement entered into between Hess and Direct Energy on the 
closing date transfers all economic risks and rewards of the energy marketing business, including the ownership 
of the delayed transfer derivative contracts, to Direct Energy. As a result, the assets and liabilities related to the 
delayed transfer derivative contracts remain on the Corporation’s Consolidated Balance Sheet at December 31, 
2013 but changes in their fair value are offset based on the terms of the agreement between Hess and Direct 
Energy. The Corporation therefore has no market risk related to these delayed transfer derivative contracts and 
only retains credit risk exposure, which has been guaranteed by Centrica. It is expected that the transfer of these 
contracts will be substantially complete in the first half of 2014. 


The gross volumes of the Corporation’s energy marketing derivative contracts outstanding at December 31, 
including the delayed derivative transfer contracts were as follows: 


2013 2012 
Crude oil and refined petroleum products (millions of barrels) ................. 19 26 
Natural gas (millions of mcf*) 2.2.2.0... 0... cece teen eee 3,325 2,938 
Electricity (millions of megawatt hours) ....... 0.0.0... e eee eee ee 258 278 


* One mcf represents one thousand cubic feet. 


The changes in fair value of certain energy marketing commodity contracts that are not designated as 
hedges, as well as revenues from the sales contracts, supply contract purchases and net settlements from financial 
derivatives related to these energy marketing activities, are presented in Income from discontinued operations in 
the Statement of Consolidated Income. For contracts that were designated as hedges, the effective portion of 
changes in the fair value of cash flow hedges was recorded as a component of Accumulated other comprehensive 
income (loss) in the Consolidated Balance Sheet. Net realized and unrealized pre-tax gains on derivative 
contracts not designated as hedges amounted to $22 million in 2013, $127 million in 2012 and $65 million in 
2011. After-tax deferred losses relating to energy marketing activities recorded in Accumulated other 
comprehensive income (loss) were $22 million at December 31, 2012, all of which were re-classified into 
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Income from discontinued operations during the year. There were no after-tax deferred gains or losses relating to 
energy marketing activities recorded in Accumulated other comprehensive income (loss) at December 31, 2013. 


Trading Activities: Trading activities are conducted through a trading partnership in which the 
Corporation has a 50% voting interest that is currently for sale. This partnership intends to generate earnings 
through various strategies primarily using energy-related commodities, securities and derivatives. The 
information that follows represents 100% of the trading partnership and, for 2012, the Corporation’s proprietary 
trading accounts. 


The gross volumes of derivative contracts outstanding related to trading activities at December 31, were as 
follows: 


2013 2012 

Commodity 

Crude oil and refined petroleum products (millions of barrels) .............. 1,815 1,179 

Natural gas (millions of mcf) 1.2... 0.0... eee ens 2,735 3,377 

Electricity (millions of megawatt hours) ......... 0.0.00. c seen eee eee 1 19 
Foreign exchange (millions of U.S. Dollars) ........ 0.00... c eee eee eee $ 52 $ 412 
Other 

Interest rate (millions of U.S. Dollars) ..........0. 0.0.0 ec ee eee $ — $ 167 

Equity securities (millions of shares) ........ 0.0. c eects 11 14 


Pre-tax unrealized and realized gains (losses) recorded in the Statement of Consolidated Income from 
trading activities amounted to the following: 
2013 2012 2011 


(In millions) 


COMMOdIty’ 6. sees hee a eed yeaa ow a tee kee $ 78 $104 $ 44 
POPeISM CXCHADLE ave nicacds regen WaeGe baa sean e ee RLS eee SS —_ 3 — 
Ollie? 2.360 btbeg Au wad hei Pen el eg Sade heed baee eee 1 10 (28 

T6tal® nite teid inde opleite paaneaieed thee db sedaeta kt wasnt $ 79 $117 $ 16 


* The unrealized pre-tax gains and losses included in earnings were reflected in Sales and other operating revenues and Income from 
discontinued operations in the Statement of Consolidated Income. 


Fair Value Measurements: The Corporation generally enters into master netting arrangements to mitigate 
legal and counterparty credit risk. Master netting arrangements are generally accepted overarching master 
contracts that govern all individual transactions with the same counterparty entity as a single legally enforceable 
agreement. The U.S. Bankruptcy Code provides for the enforcement of certain termination and netting rights 
under certain types of contracts upon the bankruptcy filing of a counterparty, commonly known as the “safe 
harbor’ provisions. If a master netting arrangement provides for termination and netting upon the counterparty’s 
bankruptcy, these rights are generally enforceable with respect to “safe harbor’ transactions. If these 
arrangements provide the right of offset and the Corporation’s intent and practice is to offset amounts in the case 
of such a termination, the Corporation’s policy is to record the fair value of derivative assets and liabilities on a 
net basis. 


In the normal course of business the Corporation relies on legal and credit risk mitigation clauses providing 
for adequate credit assurance as well as close-out netting, including two-party netting and single counterparty 
multilateral netting. As applied to the Corporation, “two-party netting” is the right to net amounts owing under 
safe harbor transactions between a single defaulting counterparty entity and a single Hess entity, and “single 
counterparty multilateral netting” is the right to net amounts owing under safe harbor transactions among a single 
defaulting counterparty entity and multiple Hess entities. The Corporation is reasonably assured that these netting 
rights would be upheld in a bankruptcy proceeding in the U.S. in which the defaulting counterparty is a debtor 
under the U.S. Bankruptcy Code. 
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The following table provides information about the effect of netting arrangements on the presentation of the 
Corporation’s physical and financial derivative assets and (liabilities) that are measured at fair value, with the 
effect of single counterparty multilateral netting being included in column (vy): 


Gross Amounts Offset in 
the Consolidated 


Balance Sheet ios 
Physical Net Amounts Amounts 
Derivative Presented in Not Offset in 
an the the 
Gross Financial Cash Consolidated Consolidated Net 
Amounts Instruments Collateral* Balance Sheet Balance Sheet Amounts 
(In millions) 
December 31, 2013 
Assets 
Derivative contracts 
Commodity .................. $ 3,086 $ (1,867) $ (79) $ 1,140 $ (41) $1,099 
Interest rate and other .......... 51 (10) — 41 (3) 38 
Counterparty netting........... — (206) — (206) — (206) 
Total derivative contracts ..... $ 3,137 $ (2,083) $ (79) $ 975 $ (44) $ 931 
Liabilities 
Derivative contracts 
Commodity .................. $(3,212)$ 1,867 $ 168 $ (1,177) $ 41 $(1,136) 
Interest rate and other .......... (12) 10 — (2) 3 1 
Counterparty netting ........... — 206 — 206 — 206 
Total derivative contracts ..... $(3,224)$ 2,083 $ 168 $ (973) $ 44 $ (929) 
December 31, 2012 
Assets 
Derivative contracts 
Commodity .................. $ 3,253 $ (2,661) $ (34) $ 558 $§$ (45) $ 513 
Interest rate and other .......... 100 (8) — 92 (6) 86 
Counterparty netting ........... — (81) — (81) — (81) 
Total derivative contracts ..... $ 3,353 $ (2,750) $ (34) $ 569 $ (51) $ 518 
Liabilities 
Derivative contracts 
Commodity os ccacwce awe cee aus $(3,312)$ 2,661 $ 5 $ (646) $ 45 $ (601) 
OUer 26.6.8. $oes eid saa eee (10) 8 — (2) 6 4 
Counterparty netting........... — 81 — 81 — 81 
Total derivative contracts ..... $(3,322)$ 2,750 $ 5 $ (567) $ 51 $ (516) 


* There is no cash collateral that was not offset in the Consolidated Balance Sheet. 


The net assets and liabilities that were offset in the Consolidated Balance Sheet as reflected in column 
(iv) of the table above were included in Accounts receivable — Trade and Accounts payable, respectively. 
Included in those amounts were the assets and liabilities related to the Corporation’s discontinued operations of 
$612 million and $620 million as of December 31, 2013, respectively ($378 million and $376 million as of 
December 31, 2012). 
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The table below reflects the gross and net fair values of the corporate and energy marketing risk 
management and trading derivative instruments: 


Accounts Accounts 
Receivable Payable 


(In millions) 


December 31, 2013 
Derivative contracts designated as hedging instruments 
COmMOdIty”sccstiscccie’s ceo btoin te ngs se tewpdd tae id Mae edled a Sia eee Red rheus $ 11 $ (3) 
Interest rate: and: Other ~ «,.c:.c4:csace hs dodce Gee shat ecenava acted eienenstaydnecgneud Scala ae ane aes 36 (1) 
Total derivative contracts designated as hedging instruments ............... 47 (4) 
Derivative contracts not designated as hedging instruments* 
COMMOMIY: ocd. ae bas COR eed ei eee Ee Rae ed ae ede 3,075 (3,209) 
FOreLS MCX CHANGE. g.5:2.58.scpiac ace ackne bad. qudlsbagse guacsac Aidewesy dea be gilbldaa Sg. dldce op Bre lates 2 (3) 
OMG? 2.563.524 500-qiiden0e hie ag dee ea dddun dda toa ithe ecadadenbeid 13 (8) 
Total derivative contracts not designated as hedging instruments ............ 3,090 (3,220) 
Gross fair value of derivative contracts 2.0.0... 0... cece eens 3,137 (3,224) 
Master netting arrangements)... 2 cent ens Sdea dG een ne cee te eee we aes (2,083) 2,083 
Cash collateral (received) posted .... 0.0... cece eee eee ene (79) 168 
Net fair value of derivative contracts 2.1.0... 0... c ccc ccc ce eee $ 975 $ (973) 
December 31, 2012 
Derivative contracts designated as hedging instruments 
(CCOMMMOGILY * essa cates. ded nite oye Sale pce he ec accna aac Seer aad apache RRS g Det eetaes $ 65 $ (124) 
Interest rate-and: Other «2.2545. cance ech ne Dhaene bed oa ete ed 72 (2) 
Total derivative contracts designated as hedging instruments ............... 137 (126) 
Derivative contracts not designated as hedging instruments* 
COMUMO CIE 24 ses cts eudiavinne Desi E 6 csp eae atiaace A yates & Rate. g tee dn tnea eae ake tee ware Gao 3,188 (3,188) 
Foreien exchange: ...4240.40453.4 crt cand iadteads dene ban eeande eaare sade id 14 — 
OC a eda caer tstus ahctaas sh eelafanet essai sees Gnaped dagead unchss due. dats eects aadeannara Seaee acaeaa ses 14 (8) 
Total derivative contracts not designated as hedging instruments ............ 3,216 (3,196) 
Gross fair value of derivative contracts 2.0.0... 0... ccc eee tees 3,353 (3,322) 
Master netting arrangements .... 0.0.0... 0. cece eee teens (2,750) 2,750 
Cash collateral (received) posted ...... 0.0... cece cece een nee (34) 5 
Net fair value of derivative contracts 2.0... 0... ccc ete eens $ 569 $ (567) 


* Includes trading derivatives and derivatives used for risk management. 


The Corporation determines fair value in accordance with the fair value measurements accounting standard 
(Accounting Standards Codification 820 — Fair Value Measurements and Disclosures), which established a 
hierarchy that categorizes the sources of inputs, which generally range from quoted prices for identical 
instruments in a principal trading market (Level 1) to estimates determined using related market data (Level 3). 
Measurements derived indirectly from observable inputs or from quoted prices from markets that are less liquid 
are considered Level 2. 


When Level | inputs are available within a particular market, those inputs are selected for determination of fair 
value over Level 2 or 3 inputs in the same market. To value derivatives that are characterized as Level 2 and 3, the 
Corporation uses observable inputs for similar instruments that are available from exchanges, pricing services or 
broker quotes. These observable inputs may be supplemented with other methods, including internal extrapolation 
or interpolation, that result in the most representative prices for instruments with similar characteristics. Multiple 
inputs may be used to measure fair value, however, the level of fair value for each physical derivative and financial 
asset or liability presented below is based on the lowest significant input level within this fair value hierarchy. 
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The following table provides the Corporation’s net physical derivative and financial assets and (liabilities) 
that are measured at fair value based on this hierarchy: 


Counterparty 
Level1 Level2  Level3 netting Collateral Balance 


(In millions) 


December 31, 2013 
Assets 
Derivative contracts 
Commodity: fio.5 de ce canta caoeiden ded oad $ 254$ 579 $ 494 $ (108) $ (79)$ 1,140 
Interest rate and other ......... 0.0. ..0 000000 ee 2 37 3 (1) — 41 
Collateral and counterparty netting ............. (15) (191) — — — (206) 
Total derivative contracts ..............000. 241 425 497 (109) (79) 975 


Other assets measured at 
fair value on a recurring basis ................. — _— — — — — 


Total assets measured at fair value on a recurring 


DASIS: acneioncdea gna tes dyemecriedee fared Aedes ayeved $ 241 $ 425 $ 497 $ (109) $ (79)$ 975 (a) 
Liabilities 
Derivative contracts 
COMMOGIY: segs saa tie dale vawanie eed FAG eed $ (97)$(1,071)$ (285) $ 108 $ 168 $(1,177) 
OUNER oa 'scncrgsceated a etaced Raed BUNS Sil deste — (3) _ 1 —_ (2) 
Collateral and counterparty netting ............. 15 191 —_ —_ _ 206 
Total derivative contracts ...............00. (82) (883) (285) 109 168 (973) 
Other liabilities measured at 
fair value on a recurring basis ................. (31) —_— —_— — —_— (31) 
Total liabilities measured at fair value 
on arecurring basis ............0 0.0 e eee eee ees $ (113)$ (883)$ (285) $ 109 $ 168 $(1,004) (b) 
Other fair value measurement disclosures 
Long-term debt (c).......... 00000. : eee eee $ — $ (6,641) $ — ¢$ — $ — $(6,641) 
December 31, 2012 
Assets 
Derivative contracts 
COMMOdHY toc cissactavetenmussaresaddad a $ 94$ 445 $ 243 $ (190) $ (34)$ 558 
Interest rate and other ......... 0.0... .00 00 ee 6 86 1 (1) — 92 
Collateral and counterparty netting ............. (23) (54) (4) — — (81) 
Total derivative contracts ...............00. 77 477 240 (191) (34) 569 
Other assets measured at 
fair value on a recurring basis ................. 5 49 = (2) — a2 
Total assets measured at fair value on a recurring 
IDASIS; 2a SecGen ob Sid seareaear etude dda ena ayd & Sek. Fadia Boceeude $ 82 $ 526$ 240 $ (193)$ (34)$ 621 
Liabilities 
Derivative contracts 
Commodity .... 00... cece cece ee eee ee $ (83)$ (657)$ (101) $ 190 $ 5 $ (646) 
COMER ch inctne each Gra kRs 2.4 carers eve Soaeedideh Atha Serine (1) (2) — 1 — (2) 
Collateral and counterparty netting ............. 23 54 4 — — 81 
Total derivative contracts ...............00. (61) (605) (97) 191 5 (567) 
Other liabilities measured at 
fair value on a recurring basis ................. (40) (2) (2) 2 — (42) 
Total liabilities measured at fair value on 
ATECUITING BASIS sp csec0ag pees e was eer ae dad § $ (101)$ (607)$ (99) $ 193 $ 5 $ (609) 
Other fair value measurement disclosures 
Long-term debt (c)...........00000:e eee eee $ — $(8,887)$ — §$ — $ — $(8,887) 
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(a) Includes a total of $239 million of Level 1, $180 million of Level 2 and $51 million of Level 3 assets that relate to the Corporation’s 
continuing operations. 

(b) Includes a total of $79 million of Level 1, $447 million of Level 2 and $32 million of Level 3 liabilities that relate to the Corporation’s 
continuing operations. 


(c) Long-term debt, including current maturities, had a carrying value of $5,798 million and $7,361 million at December 31, 2013 and 
2012, respectively. 


In addition to the financial assets and (liabilities) disclosed in the tables above, the Corporation had other 
short-term financial instruments, primarily cash equivalents and accounts receivable and payable, for which the 
carrying value approximated their fair value at December 31, 2013 and 2012. 


The following table provides total net transfers into and out of each level of the fair value hierarchy: 


2013 2012 
(In millions) 

Transfers into Level 1... 1... ccc cee eee ee eee eee e eee $ 3 $ 251 
‘Transfers: out of Level A. 2. ¢2.ccc5c-ab- eb aap bene eek a oe Shr bre Spe pope de 76 210 

$ 79 $ 461 
Transfers into Level 2 2.2.0.0... ccc ccc een ene $ (113) $ (234) 
Transters:out-of evel! 2 3. o:c5 dup dose deen 4po eee GAA ee BOR tes Wh aetees odes 88 (293) 

$ (25) $ (527) 
Transfers. into: Levels) scivco-i-sis eobtea  eeisicdek bacdeins bode Stewie Seka ogee dane de $ (85) $ 99 


Transfers? Out OF Lie vel: 33sec esey. sco de5. 4:20: dtr cate strsascevns de esd: dans peie h Pom ceed lorecerae’ 31 (33) 
$ (54) §$ 66 


The Corporation’s policy is to recognize transfers in and transfers out as of the end of the reporting period. 
Transfers between levels result from the passage of time as contracts move closer to their maturities, fluctuations 
in the market liquidity for certain contracts and/or changes in the level of significance of fair value measurement 
inputs. 


The following table provides changes in physical derivatives and financial assets and (liabilities) that are 
measured at fair value based on Level 3 inputs: 


2013 2012 
(In millions) 
Balancesat January |. a: ccuceeucianatepire eee endaeaadee wii iea ds os $ 141 $= (143) 
Unrealized pre-tax gains (losses) 
Included in earnings (a) ... 0... . eee eee eee eee nee 175 (78) 
Included in other comprehensive income (b) ...........-..0020 00 —_— 44 
PUrChases (6) Se sacotr dea cde basents, ach tee abdcae dt salecev acts ats een adetdat er aya aves dace Seana ah 45 247 
SAl@SH(G) sic esas howto eidedanclah ddd hk Seoees aero ane ete Seat dee Ot 2S (34) (266) 
Settlements) sesh aosiiseacthasist x acdsaeaticsnsns va cbcatepige Boars ae duharlasatcesdaanebansedagn eed (61) 271 
Transfers:imto Level’3: 2.:4:c2086 Sine dw Sloss tae She DS em ee aoe (85) 99 
Transfers out of Level 3... 0... teen teenies 31 (33) 
Balance’at December 31 a6 bob eae d deci nee db ebeade bee desde es $ 212 $ 141 


(a) The unrealized pre-tax gains and losses included in earnings were reflected in Sales and other operating revenues and Income from 
discontinued operations in the Statement of Consolidated Income. 

(b) The unrealized pre-tax gains (losses) included in the other comprehensive income (loss) are reflected in the Change in fair value of cash 
flow hedges in the Statement of Consolidated Comprehensive Income. 

(c) Purchases and sales primarily represent option premiums paid or received, respectively, during the reporting period and were reflected 
in Sales and other operating revenues and Income from discontinued operations in the Statement of Consolidated Income. 


(d) Settlements represent realized gains (losses) on derivatives settled during the reporting period and were reflected in Sales and other 
operating revenues and Income from discontinued operations in the Statement of Consolidated Income. 
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The significant unobservable inputs used in Level 3 fair value measurements for the Corporation’s physical 
commodity contracts and derivative instruments primarily include less liquid delivered locations for physical 
commodity contracts or volatility assumptions for out-of-the-money options. The following table provides 
information about the Corporation’s significant recurring unobservable inputs used in the Level 3 fair value 
measurements. Natural gas contracts are usually quoted and transacted using basis pricing relative to an active 
pricing location (e.g., Henry Hub), for which price inputs represent the approximate value of differences in 
geography and local market conditions. All other price inputs in the table beginning below represent full contract 
prices. Significant changes in any of the inputs, independently or correlated, may result in a different fair value. 


Unit of 
iene, oS ee ee 
December 31, 2013 
Assets 
Commodity contracts with a fair value of $494 million 
Contract prices 
Crude oil and refined petroleum products ................. $ / bbl (a) $78.45 - 228.86 / 118.68 
BICCHICItYy. is0ce adi ceeeeds dea wke $oN es see oiide D4 4c $/MWH (b) = $19.52 - 165.75 / 45.76 
Basis prices 
Natal 24S 25. si cnsc seree a nncateno pane oe aeeed pueounee $/MMBTU (c)  $(4.99) - 18.10 / 0.23 
Contract volatilities 
Crude oil and refined petroleum products ................. % 16.00 - 18.00 / 17.00 
Natural SAS c..cs.g a0 eis acces’ nial Gaeaces dcea wade a dy! geecdaegegiauma der’ % 17.00 - 35.00 / 22.00 
BIeCticity: wii2c0c0erseehanis Geaseodided Sr adede.bak % 16.00 - 36.00 / 23.00 
Liabilities 
Commodity contracts with a fair value of $285 million 
Contract prices 
Crude oil and refined petroleum products ................. $ / bbl (a) $57.45 - 183.89 / 122.54 
IGCHICILY: achat hte eas aca ee eens seeds ite snt oi $/MWH (b) = $26.48 - 155.33 / 43.12 
Basis prices 
INatuibal 888 0.46 Gentdeetannuubens ites ah etadaa oem hes $/MMBTU (c)  $(1.90) - 18.00 / (0.62) 
Contract volatilities 
Crude oil and refined petroleum products ................. % 16.00 - 17.00 / 17.00 
IN aba BAS ace. cosvacauec dona, dhacslesandedusclsfare. a givbilaue ¢.diavendangnanastSdays % 34.00 - 35.00 / 35.00 
BICCticity a iccacb iden nteticus ein elaone ated % 16.00 - 36.00 / 22.00 
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Unit of 
Measurement Range / Weighted Average 
December 31, 2012 
Assets 
Commodity contracts with a fair value of $243 million 
Contract prices 


Crude oil and refined petroleum products ..................002.005- $/ bbl (a) $79.35 - 144.27 / 113.06 

BICCHICIHY. j aiegaeaucn tuts cap esa eee nes ote Ae Geen eet eae $/MWH(b) = $23.37 - 79.27/ 40.81 
Basis prices 

Natural 88 2c, 2d58 odie ied aba kdw Paar habkeaGscdve deameeeds $/MMBTU (c)  $(0.47) - 6.66 / 0.39 
Contract volatilities 

Crude oil and refined petroleum products ..................0020000. % 23.00 - 27.00 / 26.00 

Natural. CaS sce siiiiccet sas Shs awa es GENS TOS MESS Hae SoHE % 21.00 - 36.00 / 25.00 

PS CUIG HEY. 25, fs, cne, licen sdsoiseStiny eo Sois tec edaea ees S\idadenust scinuleedte'se fei veBaloyacho nu S cine % 18.00 - 40.00 / 28.00 

Liabilities 


Commodity contracts with a fair value of $101 million 
Contract prices 


Crude oil and refined petroleum products ..................0020005- $/ bbl (a) $83.49 - 133.38 / 109.94 

HleCticity’. £.. ii catatut mess oS ows nin 64d eee ene Sea wens $/MWH(b) $25.01 - 72.60 / 40.38 
Basis prices 

Natural $48* 2.6.3. c4.456 bani edatadias badamouddeddinsyuasenteds $/MMBTU (c) $(0.72) - 6.66 / 1.26 
Contract volatilities 

Crude oil and refined petroleum products ..................0020000. % 24.00 - 27.00 / 26.00 

Natural'gas3.05.2.53.pa0cht ate cidade saos OOe tea ae deeded cated % 21.00 - 28.00 / 22.00 


(a) Price per barrel. 

(b) Price per megawatt hour. 

(c) Price per million British thermal unit. 

Note: Fair value measurement for all recurring inputs was performed using a combination of income and market approach techniques. 


Credit Risk: The Corporation is exposed to credit risks that may at times be concentrated with certain counterparties, 
groups of counterparties or customers. Accounts receivable are generated from a diverse domestic and international 
customer base. As of December 31, 2013, the Corporation’s net Accounts receivable — Trade related to continuing 


operations were concentrated with the following counterparty industry segments: Integrated Oil Companies — 45%, 
Refiners — 18%, Financial Institutions — 14%, Government Entities — 8% and Trading Companies — 7%. As of 
December 31, 2012, the Corporation’s net Accounts receivable — Trade, which included the receivables for the 


downstream businesses, were concentrated as follows: Integrated Oil Companies — 23%, Refiners — 15%, Government 
Entities — 11%, Real Estate — 8%, Services — 8% and Manufacturing — 6%. The Corporation reduces its risk related to 
certain counterparties by using master netting arrangements and requiring collateral, generally cash or letters of credit. The 
Corporation records the cash collateral received or posted as an offset to the fair value of derivatives executed with the same 
counterparty. At December 31, 2013 and December 31, 2012, the Corporation held cash from counterparties of $79 million 
and $34 million, respectively. The Corporation posted cash to counterparties at December 31, 2013 and December 31, 2012, 
of $168 million and $5 million, respectively. 


The Corporation had outstanding letters of credit totaling $410 million and $746 million at December 31, 2013 and 
December 31, 2012, respectively, primarily issued to satisfy margin requirements (approximately $196 million and 
$357 million related to discontinued operations at December 31, 2013 and December 31, 2012, respectively). Certain of 
the Corporation’s agreements also contain contingent collateral provisions that could require the Corporation to post 
additional collateral if the Corporation’s credit rating declines. As of December 31, 2013 and 2012, the net liability 
related to both realized and unrealized derivative contracts with contingent collateral provisions was $281 million and 
approximately $435 million, respectively. As of December 31, 2013, the cash collateral posted on those derivatives was 
$31 million and there was no cash collateral posted as of December 31, 2012. At December 31, 2013 and 2012, all three 
major credit rating agencies that rate the Corporation’s debt had assigned an investment grade rating. If one of the three 
agencies were to downgrade the Corporation’s rating below investment grade, the Corporation would be required to post 
additional collateral of $134 million at December 31, 2013 and approximately $275 million at December 31, 2012. 
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24. Subsequent Events 


In January 2014, the Corporation completed the sale of its interest in the Pangkah asset, offshore Indonesia 
for cash proceeds of approximately $650 million. In January, the Corporation also announced that it had reached 
agreement to sell approximately 74,000 acres of its dry gas position in the Utica Shale for $924 million. 
Approximately two-thirds of these proceeds are expected at the end of the first quarter of 2014, with the balance 
to be received in the third quarter of 2014. 


In January 2014, the Corporation’s retail marketing business acquired its partner’s 56% interest in 
WilcoHess, a retail gasoline joint venture, for approximately $290 million and the settlement of liabilities. 
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The Supplementary Oil and Gas Data that follows is presented in accordance with ASC 932, Disclosures about 
Oil and Gas Producing Activities, and includes (1) costs incurred, capitalized costs and results of operations relating 
to oil and gas producing activities, (2) net proved oil and gas reserves and (3) a standardized measure of discounted 
future net cash flows relating to proved oil and gas reserves, including a reconciliation of changes therein. 


During the three year period which ended December 31, 2013, the Corporation produced crude oil, natural gas liquids 
and/or natural gas principally in the United States (U.S.), Europe (Norway, Denmark, Russia and the United Kingdom), 
Africa (Equatorial Guinea, Libya and Algeria) and Asia and Other (Malaysia, Thailand, Azerbaijan and Indonesia). 
Exploration activities were also conducted, or are planned, in certain of these areas as well as additional countries. 


Costs Incurred in Oil and Gas Producing Activities 


United Europe Asia and 
For the Years Ended December 31 Total States (c) Africa Other 
(In millions) 
2013 
Property acquisitions 
Unproved .sss.cds ria sie.cee scan tadnieiea vad godess dees bees $ 56 $ 55 $ — $ — $ 1 
IPLOVEG si. 5: hd wide Roddy asd ata tacate weed Suite deers aiaec ds tee boermab asa arao —_— _— _— — _— 
Exploration, (0) i34..cnhe eh dnhe aed saa dan anew da ekae deed ee 1,044 592 98 119 235 
Production and development capital expenditures (b) ..............-. 5,666 3,259 1,008 586 813 
2012 
Property acquisitions 
Unproved a2 ssa daasintaatsGa ke meade sie bssedealeeaweadedads $ 267 $ 1799 $ 78 $ — $ 10 
PLOVER ese ieice sie idee eae ASW oa Haas aa ghetiwl ae eres 
Exploration ()* tniscimdideusna Ora wee ates tabere miawetad eee aes 1,089 405 89 260 335 
Production and development capital expenditures (b) ................ 7,505 4,236 1,792 506 971 
2011 
Property acquisitions 
UWnproved! vcrvs cada 4 aug Meek ta sledge yahateeniea eaagauenees $1,224 $ 992 $ — $ — $ 232 
PLOVEG gc 5 sds. Sek adc once areas. Bae peh dk tengo ddl ood gow esti 122 6 116 — — 
EX PlOPati On: (A:)* secsine august degre sia Reapcacd Huts Riveubas eat atbuatags dssuess ineavandhcavensetia“aeans 1,325 525 98 292 410 
Production and development capital expenditures (b) ................ 5,645 2,951 1,734 189 771 


(a) Includes $560 million, $319 million and $432 million of exploration costs incurred for unconventional assets in 2013, 2012 and 2011, 
respectively. 

(b) Includes $615 million, $715 million and $972 million in 2013, 2012 and 2011, respectively, related to the accruals and revisions for 
asset retirement obligations. 


(c) Costs incurred in oil and gas producing activities in Norway, were as follows for the years ended December 31: 


2013 2012 2011 


(In millions) 


PrOpEeriy ACQUiSUIONS: ites. dy bestia. a halaed QI RRR ei-h OA- hD RYH ies $ — $0 $ — 
PEN UOV LU OT Eo: i ant foe de a aaslda 9 tei Shi eb. as ease a oN A Mash geste 6 — 10 
Production and development capital expenditures* 0.1.0.0... 000000 cee eee 781 1,081 741 


* Includes accruals and revisions for asset retirement obligations. 


Capitalized Costs Relating to Oil and Gas Producing Activities 


At December 31, 
2013 2012 
(In millions) 

Unproved properties! i038 ccc ode die dead i oetuee i oaat aa dbaew eee i aaisebes Rede $ 2,460 $ 3,558 
Proved Properties: .i.4. sascha soheaen he Bh deta Aaa eddie cao de aes dae 4,121 4,072 
Wells, equipment and related facilities 0... 0.0... ee eee eee eee 37,274 35,385 
Total COStS «2c.c5.4. fas aad <a aie hey cgidend ehh aot ed ete gaek aa wed wee tS ORAL gabe dali 43,855 43,015 
Less: Reserve for depreciation, depletion, amortization and lease impairment ........... 16,298 15,558 
NetCapitalized COStS:....0. 4% asrnainne. aaa pete dws ane he pad gah Gaps aldn’s eed ae tees $27,557 $27,457 
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Results of Operations for Oil and Gas Producing Activities 


The results of operations shown below exclude non-oil and gas producing activities, primarily gains on sales of 
oil and gas properties, sales of purchased crude oil and natural gas, interest expense, gains and losses resulting from 
foreign exchange transactions and other non-operating income. Therefore, these results are on a different basis than the 
net income from E&P operations reported in Management’s Discussion and Analysis of Financial Condition and 
Results of Operations and in Note 21, Segment Information in the notes to the Consolidated Financial Statements. 


For the Years Ended December 31 


2013 


Sales and other operating revenues ................. 


Costs and expenses 


United 
States 


Asia and 
Other 


Europe 
(a) Africa 


(In millions) 


$ 9,995 $ 4,268 $ 1,482 $ 2,671 $ 1,574 


Operating costs and expenses ................... 2,116 795 539 448 334 
Production and severance taxeS.............00005 372 232 98 3 39 
Exploration expenses, including dry holes and lease 
WUPAUMENt s s.5 a oe dare Abode eee esd wee ae 1,031 371 114 323 223 
General and administrative expenses ............. 377 218 79 17 63 
Depreciation, depletion and amortization .......... 2,671 1,393 484 518 276 
Asset impairments ........ 0.00.0... 000 e eee eee 289 — _— — 289 
Total costs and expenses ..............-0-0055 6,856 3,009 1,314 1,309 1,224 
Results of operations before income taxes ........... 3,139 1,259 168 1,362 350 
Provision for income taxes (b) ............000005 1,479 483 60 767 169 
Results of operations ......... 0... c cee eee ee eee $ 1,660 $ 776 $ 108 $ 595 $ 181 
2012 
Sales and other operating revenues ................. $10,893 $ 4,104 $ 2,460 $ 2,545 $ 1,784 
Costs and expenses 
Operating costs and expenses ................... 2,202 758 678 404 362 
Production and severance taxeS..............000- 550 199 335 2 14 
Exploration expenses, including dry holes and lease 
WMPAIMENt © os. eee eeae ea eee tee Pane 1,070 426 71 84 489 
General and administrative expenses ............. 314 196 46 17 a) 
Depreciation, depletion and amortization .......... 2,853 1,406 466 528 453 
Asset impairments ........ 0.00.0... 00 eee eee 582 432 119 —_ 31 
Total costs and expenses ............-.-0-0085 7,571 3,417 1,715 1,035 1,404 
Results of operations before income taxes ........... 3,322 687 T45 1,510 380 
Provision for income taxes (C) ............00000- 1,664 269 334 905 156 
Results of operations ............0 0000 e cee eee eee $ 1658 $ 418 $ 411 $ 605 $ 224 
2011 
Sales and other operating revenues ................. $10,047 $ 3,371 $ 3,019 $ 2,081 $ 1,576 
Costs and expenses 
Operating costs and expenses ................... 1,876 531 656 376 313 
Production and severance taxeS..............000- 476 129 312 7 28 
Exploration expenses, including dry holes and lease 
AM PAMIMEME: i spnsvee a, dope Se FGA podria Seb lace, wieeplaed wig 1,195 475 76 231 413 
General and administrative expenses ............. 313 190 56 Ly. 50 
Depreciation, depletion and amortization .......... 2,305 800 588 502 415 
Asset impairments .......... 0.0.0.0... eee eee 358 16 342 —_ — 
Total costs and expenses ............-.-0-0005 6,523 2,141 2,030 1,133 1,219 
Results of operations before income taxes ........... 3,524 1,230 989 948 357 
Provision for income taxes ............ 00000 eee 1,300 473 522 230 75 
Results of operations ............0 0000 cece eee eee $ 2,224 $ 757 $ 467 $ 718 $ 282 


(a) Results of operations for oil and gas producing activities in Norway were as follows for the years ended December 31: 


2013 2012 2011 


(In millions) 


Sales and other operating revenueS .. 0.6.6. etnies $860 $518 $996 
Costs and expenses 
Operating COSTS GAA CXPENSES 5 55 sos.iiy ew sessen ig ainda ny mie bib tain aps bl wack hie des 376 297 271 
ProductiOn-And SEVELANCEIANES 6.6 cns. wissen eine bosses mbes eee wk agee Re Rone ew LEO 6 2: 19 
Exploration expenses, including dry holes and lease impairment ............... 6 — 10 
General, administrative and other expenses .....0. 00 0c ccc cette eens 8 10 9 
Depreciation, depletion and amortization ......0 0600 364 139 232 
Total costs:anid:€xPenses 26.03 06.6e.9's eh sap a takshiee ws Roy hates amiga A MnRE OLD 760 451 541 
Results of operations before income taxeS ... 1.66. cee 100 67 455 
Provision(benefit) for income taxes .... 000. es 36 (82) 295 
ReSU1tS OF OPCFALLONS a. . ix sc wswcns isa son. ome Gieoe to. odd wip Mie lm ually wide te aso $ 64 $149 $160 


(b) Excludes a deferred tax benefit of $674 million which represents the effect of the Denmark hydrocarbon income tax law change to the 
Chapter 3A regime from the Chapter 3 regime in December 2013. 
(c) Asia and Other excludes an income tax charge of $86 million for a disputed application of an international tax treaty. 


Oil and Gas Reserves 


The Corporation’s proved oil and gas reserves are calculated in accordance with the Securities and 
Exchange Commission (SEC) regulations and the requirements of the Financial Accounting Standards Board. 
Proved oil and gas reserves are quantities, which by analysis of geoscience and engineering data, can be 
estimated with reasonable certainty to be economically producible from known reservoirs under existing 
economic conditions, operating methods and government regulations. The Corporation’s estimation of net 
recoverable quantities of liquid hydrocarbons and natural gas is a highly technical process performed by internal 
teams of geoscience professionals and reservoir engineers. Estimates of reserves were prepared by the use of 
appropriate geologic, petroleum engineering, and evaluation principals and techniques that are in accordance 
with practices generally recognized by the petroleum industry as presented in the publication of the Society of 
Petroleum Engineers entitled “Standards Pertaining to the Estimating and Auditing of Oil and Gas Reserves 
Information (Revision as of February 19, 2007).” The method or combination of methods used in the analysis of 
each reservoir is based on the maturity of the reservoir, the completeness of the subsurface data available at the 
time of the estimate, the stage of reservoir development and the production history. Where applicable, reliable 
technologies may be used in reserve estimation, as defined in the SEC regulations. These technologies, including 
computational methods, must have been field tested and demonstrated to provide reasonably certain results with 
consistency and repeatability in the formation being evaluated or in an analogous formation. In order for reserves 
to be classified as proved, any required government approvals must be obtained and depending on the cost of the 
project, either senior management or the Board of Directors must commit to fund the development. The 
Corporation’s proved reserves are subject to certain risks and uncertainties, which are discussed in Item 1A, Risk 
Factors Related to Our Business and Operations of this Form 10-K. 


Internal Controls 


The Corporation maintains internal controls over its oil and gas reserve estimation process which are 
administered by the Corporation’s Vice President of E&P Technology and its Chief Financial Officer. Estimates 
of reserves are prepared by technical staff that work directly with the oil and gas properties using standard 
reserve estimation guidelines, definitions and methodologies. Each year, reserve estimates for a selection of the 
Corporation’s assets are subject to internal technical audits and reviews. In addition, an independent third party 
reserve engineer reviews and audits a significant portion of the Corporation’s reported reserves (see pages 90 
through 91). Reserve estimates are reviewed by senior management and the Board of directors. 


Qualifications 


The person primarily responsible for overseeing the preparation of the Corporation’s oil and gas reserves 
during 2013 was Mr. Randy Johnson, Vice President of E&P Technology. Mr. Johnson is a member of the 
Society of Petroleum Engineers and has over 30 years of experience in the oil and gas industry with a BS degree 
in Engineering and a MS degree in Petroleum Engineering. He is a licensed professional engineer in Texas. His 
experience includes over 20 years primarily focused on oil and gas subsurface understanding and reserves 
estimation in both domestic and international areas. The Corporation’s upstream technology organization, which 
Mr. Johnson manages, focuses on oil and gas industry subsurface and reservoir engineering technologies and 
evaluation techniques. Mr. Johnson is also responsible for the Corporation’s Global Reserves group, which is the 
internal organization responsible for establishing the policies and processes used within the operating units to 
estimate reserves and perform internal technical reserve audits and reviews. 
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Reserves Audit 


The Corporation engaged the consulting firm of DeGolyer and MacNaughton (D&M) to perform an audit of 
the internally prepared reserve estimates on certain fields aggregating 82% of 2013 year-end reported reserve 
quantities on a barrel of oil equivalent basis (76% in 2012). The purpose of this audit was to provide additional 
assurance on the reasonableness of internally prepared reserve estimates and compliance with SEC regulations. 
The D&M letter report, dated February 7, 2014, on the Corporation’s estimated oil and gas reserves was prepared 
using standard geological and engineering methods generally recognized in the petroleum industry. D&M is an 
independent petroleum engineering consulting firm that has been providing petroleum consulting services 
throughout the world for over 70 years. D&M’s letter report on the Corporation’s December 31, 2013 oil and gas 
reserves is included as an exhibit to this Form 10-K. While the D&M report should be read in its entirety, the 
report concludes that for the properties reviewed by D&M, the total net proved reserve estimates prepared by 
Hess and audited by D&M, in the aggregate, differed by approximately 2% of total audited net proved reserves 
on a barrel of oil equivalent basis. The report also includes among other information, the qualifications of the 
technical person primarily responsible for overseeing the reserve audit. 


Following are the Corporation’s proved reserves: 


Crude Oil, Condensate & 


Natural Gas Liquids Natural Gas 
Asia 
United Europe United Europe and 
States (g) Africa Asia Total States (g) Africa (h) Total 
(Millions of barrels) (Millions of mcf) 
Net Proved Developed and Undeveloped 
Reserves 
At January 1, 2011 ................. 304 466 270 64 1,104 (b) 280 719 = 1,599 2,598 
Revisions of previous estimates (a) .... 33 59 (1) (7) 84 36 7 69 112 
Extensions, discoveries and other 
ACCILONS © iis ace teeakedie eared ateadea 70 7 5 — 82 85 — — 85 
Improved recovery ................. 
Purchases of minerals in place ........ —_— 3 — — 3 1 6 — 7 
Sales of minerals in place ............ — 71) — — (7) — (135) — (135) 
ProductiOn: (8) so secng ack hace eda s (34) (34) (4) (5) (97) (42) (34) (168) (244) 
At December 31, 2011 .............. 373, 494 250 52 1,169 (b) 360 563 1,500 2,423 
Revisions of previous estimates (a) .... 32 (16) (6) 1 12 10 4 42 56 
Extensions, discoveries and other 
ACGIMONS: 55 hoc oh teh wed oetes 108 18 17 1 144 76 1 171-248 
Improved recovery ................. i —- —- — 7 4 — — 4 
Purchases of minerals in place ........ 
Sales of minerals in place ............ (2) (49) — — (51) — (192) — (192) 
Production: (8) soc ob tego sehen a oe 4 (45) (31) (8) (6) (110) (50) (19) (175) ~(244) 
At December 31,2012 .............. 473 416 234 48 1,171 (b) 400 357. ~— 1,538 2,295 
Revisions of previous estimates (a) .... (55) (24) — — (79) (12) (66) (5) (83) 
Extensions, discoveries and other 
ACCIMONS® 3.2:s5605.5.6-4. hee be dw as Sestats 211 4 2 — 217 131 4 7 142 
Improved recovery ................. — - -—- — — — — —_— — 
Purchases of minerals in place ........ — - —- — _ — — —_— — 
Sales of minerals in place ............ (2) (89) (4,418) (113) (4) (47) (108) (159) 
ProductiOnm(h) <4 0c-acf cuecana deo ece (45) (16) (22) (5) (88) (51) (10) =(159) (220) 
At December 31, 2013 .............. 582 291 210 25 1,108 (b) 464 (c) 238 1,273 1,975 
Net Proved Developed Reserves (d) 
At January 1, 2011 ................. 180 210 215 22 627 199 424 692. 1,315 
At December 31, 2011 .............. 190 212 194 25 621 199 273 740 1,212 
At December 31, 2012 .............. 280 181 188 27 #676 232 190 798 1,220 
At December 31, 2013 .............. 278 126 185 17 606 279 104 727 1,110 


Crude Oil, Condensate & 


Natural Gas Liquids Natural Gas 
Asia 
United Europe United Europe and 
States (g) Africa Asia Total States (g) Africa (h) Total 
(Millions of barrels) (Millions of mcf) 
Net Proved Undeveloped Reserves (e) 
At January 1, 2011 .................. 124 256 55 42 477 81 295 907 1,283 
At December 31, 2011 ............... 183. 282 =©56 27 548 161 290 760 1,211 
At December 31, 2012 ............... 193 235 46 21 495 168 167 740 1,075 
At December 31, 2013 ............... 304. 165 25 8 502 185 134 546 §=865 


(a) 


(b) 


(c) 
(d) 


(e) 


(f) 
(g) 


(h) 


Includes the impact of changes in selling prices on the reserve estimates for production sharing contracts with cost recovery provisions. 
Revisions included an increase of 0.1 million barrels to crude oil, condensate and natural gas liquids reserves in 2013. Reductions to 
crude oil, condensate and natural gas liquids reserves were 2 million barrels and 11 million barrels in 2012 and 2011, respectively, due 
to higher selling prices. Revisions also included reductions to natural gas reserves of 9 million mcf, 2 million mcf and 83 million mcf in 
2013, 2012 and 2011, respectively, due to higher selling prices. 


Includes 8 million barrels in 2012 and 10 million barrels in 2011 of crude oil reserves relating to a noncontrolling interest owner of a 
corporate joint venture. The corporate joint venture was sold in April 2013. 

Excludes approximately 270 million mcf of carbon dioxide gas for sale or use in company operations. 

Natural gas liquids net proved developed reserves were 61 million barrels, 76 million barrels and 56 million barrels at December 31, 
2013, 2012 and 2011, respectively, and 54 million barrels at January 1, 2011. Natural gas liquids net proved developed reserves in the 
United States were 83%, 82% and 74% at December 31, 2013, 2012 and 2011, respectively. Natural gas liquids net proved developed 
reserves in Norway were 15%, 10% and 16% at December 31, 2013, 2012 and 2011, respectively. 


Natural gas liquids net proved undeveloped reserves were 75 million barrels, 60 million barrels and 57 million barrels at December 31, 
2013, 2012 and 2011, respectively, and 48 million barrels at January 1, 2011. Natural gas liquids net proved undeveloped reserves in 
the United States were 83%, 72% and 67% at December 31, 2013, 2012 and 2011, respectively. Natural gas liquids net proved 
undeveloped reserves in Norway were 15%, 25% and 28% at December 31, 2013, 2012 and 2011, respectively. 


Natural gas production includes volumes used for fuel. 


Proved reserves in Norway were as follows: 


Crude Oil, Condensate & 


Natural Gas Liquids Natural Gas 
2013 2012 2011 2013 2012 2011 

(Millions of barrels) (Millions of mcf) 
ALTANUGIV ED 55 Mic sec 83 ieiatd 8 SOLS Rohs ORAS TOES 284 293 264 219 388 404 
Revisions of previous estimates 6.0.0... 6 cece eee (21) _ 40 (16) I (4) 
Sales of minerals in place cscs iy aec onde ve eee y es eweae ins — (5) (3) — (165) — 
POGUEGHON Gc cic. chs pn Lb Ri ale HER ay SRE Ee BAA, Ee hala (7) (4) (8) (5) (5) (12) 
Ab De COMbEr BT co.3 sete i swe cte'y 4 coon Sain be Notley Bote cara pee ALIS 256 284 293 198 219 388 
Net Proved Developed Reserves at December 31 (d) ............ 107 102 108 87 73 137 
Net Proved Undeveloped Reserves at December 31 (e) .......... 149 182 185 il 146 251 


Natural gas reserves in Africa were 160 million mcf in 2013, 142 million mcf in 2012 and 71 million mcf in 2011. 


Proved Undeveloped Reserves 


The December 31, 2013 oil and gas reserve estimates disclosed above include 502 million barrels of liquid 


hydrocarbons and 865 million mcf of natural gas, or an aggregate of 646 million barrels of oil equivalent (boe), 
classified as proved undeveloped reserves. Overall volumes of proved undeveloped reserves decreased by 
28 million boe compared with year-end 2012. Additions and revisions in proved undeveloped reserves from 
existing fields amounted to 123 million boe, primarily in the United States. These increases resulted from 
ongoing technical assessments, performance evaluations and additional planned development activities. In 2013, 
88 million boe were converted from proved undeveloped reserves to proved developed reserves resulting from 
continuing development activity and new wells principally in North Dakota and the Gulf of Mexico in the U.S., 
Norway, Libya, Malaysia and Equatorial Guinea. The Corporation estimates that capital expenditures of $1,765 
million were incurred to convert proved undeveloped reserves to proved developed reserves during 2013. 
Dispositions of assets in 2013 further reduced proved undeveloped reserves by 63 million boe. 
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The Corporation is involved in multiple long-term projects that have staged developments. Certain of these 
projects have proved reserves, which have been classified as undeveloped for a period in excess of five years, 
totaling 90 million boe or 6% of total 2013 proved reserves. Most of the proved undeveloped reserves in excess 
of five years relate to two offshore producing assets. As discussed below, a natural gas project at the JDA is 
being developed in phases to meet long-term natural gas sales contracts and an oil and gas project at the Valhall 
Field in Norway is also being developed in phases. A summary of the development status of each of the projects 
follows: 


e JDA — This natural gas project in the Gulf of Thailand currently has a central processing platform and 
nine wellhead platforms. In 2013, the operator continued development drilling, successfully installed 
two new wellhead platforms, sanctioned a further wellhead platform and continued a major booster 
compression project. In 2014, the operator intends to progress the compression project, continue 
development drilling and commence production at the platforms installed in 2013. 


e Valhall — The multi-year Valhall redevelopment project was completed in early 2013. The project 
included the installation of a new production, utilities and accommodation platform, and expansion of 
gross production capacity to 120,000 barrels of liquids per day and 143,000 mcf of natural gas per day. 
The operator plans a multi-year development drilling program. 


Production Sharing Contracts 


The Corporation’s proved reserves include crude oil and natural gas reserves relating to long-term 
agreements with governments or authorities in which the Corporation has the legal right to produce or has a 
revenue interest in the production. Proved reserves from these production sharing contracts for each of the three 
years ended December 31, 2013 are presented separately below, as well as volumes produced and received 
during 2013, 2012 and 2011 from these production sharing contracts. 


Crude Oil, Condensate & 


Natural Gas Liquids Natural Gas 
Asia 
United United and 
States Europe Africa Asia Total States Europe Africa Total 
(Millions of barrels) = = ~~~ (Millions of mcf) 
Production Sharing Contracts 
Proved Reserves* 
At December 31, 2011 ............ — — 89 46 = 135 — — 1,230 1,230 
At December 31, 2012 ............ — — 76 40 = 116 — — 1,183 1,183 
At December 31, 2013 ............ —_— — 57 $18 15 — — 914 914 
Production 
DOV 205 sce Sid seh D Gera edb etn — — 23 4 27 — — 136 136 
DOW See sett sts a tease tac ea sie cseienepaeduste 8 — — 20 6 26 — — 137 137 
QOUD) (43 exh edo a een beta Y — — 18 3 21 — —_— 122 122 


* 


Includes natural gas liquids of 3 million barrels in 2013, 5 million barrels in 2012 and 5 million barrels in 2011. 


Standardized Measure of Discounted Future Net Cash Flows Relating to Proved Oil and Gas Reserves 


Future net cash flows are calculated by applying prescribed oil and gas selling prices used in determining 
year-end reserve estimates (adjusted for price changes provided by contractual arrangements) to estimated future 
production of proved oil and gas reserves, less estimated future development and production costs, which are 
based on year-end costs and existing economic assumptions. Future income tax expenses are computed by 
applying the appropriate year-end statutory tax rates to the pre-tax net cash flows relating to the Corporation’s 
proved oil and gas reserves. Future net cash flows are discounted at the prescribed rate of 10%. The discounted 
future net cash flow estimates do not include exploration expenses, interest expense or corporate general and 
administrative expenses. The selling prices of crude oil and natural gas are highly volatile. The prices which are 
required to be used for the discounted future net cash flows do not include the effects of hedges and may not be 
representative of future selling prices. The future net cash flow estimates could be materially different if other 
assumptions were used. 
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United 


At December 31 Total States Europe* Africa Asia 
(In millions) 
2013 
Future revenues ......... 0.00. c eee cence ee eee $115,826 $49,370 $33,705 $23,404 $ 9,347 
Less: 
Future production costs ..... 0.0... cee eee eee 32,112 14,877 12,506 3,034 1,695 
Future development costs ..............0.0000 00+ 19,985 8,826 8,080 1,466 1,613 
Future income tax expenses .............0-0 0005 31,521 7,281 7,182 15,491 1,567 
83,618 30,984 27,768 19,991 4,875 
Future net cash flows ......... 0.00.0 e ee eee eee 32,208 18,386 5,937 3,413 4,472 
Less: Discount at 10% annual rate .................. 11,778 7,708 2,070 704 1,296 
Standardized measure of discounted future net cash flows .. $ 20,430 $10,678 $ 3,867 $ 2,709 $ 3,176 
2012 
Future revenues ......... 0.0.0. c cee e cece eee ve aes $126,603 $39,900 $44,387 $27,162 $15,154 
Less: 
Future production costs 1.2... 0... cece eee eee 32,529 12,603 13,277 3,547 3,102 
Future development costs .............0 00s ee eee 17,363 6,465 6,648 1,623 2,627 
Future income tax expenses .............0-0 0000s 44,201 7,686 16,273 17,510 2,732 
94,093 26,754 36,198 22,680 8,461 
Future net cash flows ........ 0.0.0... cece eee eee 32,510 13,146 8,189 4,482 6,693 
Less: Discount at 10% annual rate .................. 11,951 5,906 2,683 1,109 2,299 
Standardized measure of discounted future net cash flows .. $ 20,559 $ 7,240 $ 5,506 $ 3,373 $ 4,440 
2011 
Puturé revenues: i divest adad oe eeeke sa ees mee ed $126,874 $33,225 $50,876 $27,299 $15,474 
Less: 
Future production costs .......... 0.0 eee ee eee ee 31,517 9,220 16,020 3,455 2,822 
Future development costs ........... 0.000 e ee eee 17,858 5,854 7,751 1,761 2,492 
Future income tax expenses ...........-.0-0 ee eee 43,008 7,022 16,368 16,933 2,685 
92,383 22,096 40,139 22,149 7,999 
Future net cash flows ......... 0.0... ccc eee eee 34,491 11,129 10,737 5,150 7,475 
Less: Discount at 10% annual rate .................. 14,753 6,190 4,599 1,488 2,476 
Standardized measure of discounted future net cash flows .. $ 19,738 $ 4,939 $ 6,138 $ 3,662 $ 4,999 


* At December 31, the standardized measure of discounted future net cash flows relating to proved reserves in Norway were as follows: 


PF UAUTE TOV CNET oko. hg bite 8 BARBER kA ERGO RAE HAN Sis 8 BK 


Less: 
Futiive PKOAUCTION COSES 3.5 684 ck DSA EGS ARR TREE WS HARA HN OS 
Future development Costs o.icsaccveconasinc aad anna wane wade anak es 
Future INCOMEAAN OXPENSES ica. yeas oe SAA ay PHO On ee Yass BOS 


FUtuhTe Net CASN OWS -.6\siscs. ote tian 9 sets ck Re GRAY ROR AOE hen res 
Less; Discountiat 10%. annual rate os iscaie wesc aban a0 6 hb ek Rae Rw Bs 8 
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2013 2012 2011 
(In millions) 

$29,668 $33,974 $34,495 
11,538 9,734 10,596 
7,226 4,507 4,270 
6,661 14,976 13,247 
25,425 29,217 28,113 
4,243 4,757 6,382 
1,419 1,587 2,755 
$ 2,824 $ 3,170 $ 3,627 


Changes in Standardized Measure of Discounted Future Net Cash Flows Relating to Proved Oil and Gas Reserves 


For the Years Ended December 31 2013 2012 2011 
(In millions) 
Standardized measure of discounted future net cash flows at January 1 ......... $20,559 $19,738 $15,702 
Changes during the year 
Sales and transfers of oil and gas produced during the year, net of production 
GC OSIS) oth cide aces eS eee ch See aed tec eed a Rate Meee. Rhy 3a Acre aes a Sl eA (7,507) (8,141) (7,695) 
Development costs incurred during year ........ 0.0.0.0... 000. e eee eee ee 5,051 6,790 4,673 
Net changes in prices and production costs applicable to future production .... (2,847) 1,678 9,233 
Net change in estimated future development costs ...............2000 eee (2,798) (2,181) (1,963) 
Extensions and discoveries (including improved recovery) of oil and gas reserves, 
lessirelatéd: GOSS: <ecsescins snd artiavee Seated] eee ha Gieheias Gad Sad Sarge Meo ce bod aes 3,836 3,612 1,040 
Revisions of previous oil and gas reserve estimates ..............0000 00 ee (1,189) 1,890 2,587 
Net purchases (sales) of minerals in place, before income taxes ............. (3,905) (1,856) (398) 
ANCCLETLON OF GESCOUME a: i5,5 este: a5 vetoes erence be dees Rtas Reged bm. Moke e Peas ha wale 4,038 4,032 3,096 
Net change in income taxes ..... 0... cece cee eee eens 8,834 (1,906) (5,234) 
Revision in rate or timing of future production and other changes ........... (3,642) (3,097) (1,303) 
ED Oba dice tes esis aes gr deena Saat soen ney tesa ean hay Sige aan # Gaia aereee lS ack (129) 821 4,036 
Standardized measure of discounted future net cash flows at December 31 ...... $20,430 $20,559 $19,738 


94 


HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES 
QUARTERLY FINANCIAL DATA (UNAUDITED) 


Following are quarterly results of operations: 


2013 
First Second Third Fourth 
Quarter Quarter Quarter Quarter 
(In millions, except per share amounts) 
Sales and other operating revenues ..............00.00 eee $6,104 $5,657 $5,340 $5,183 
Gross profit from continuing operations (a) ...............0-- $1,423 $1,410 $1,098 $ 571 
Income from continuing operations ............. 000. e eee eee $1,143 $1,604 $ 368 $ 853 
Income from discontinued operations ..................000. 130 12 50 1,062 
INGHINCOMG ony: ocd akc tn ag.c ahs ne waite Gadkiace a tae Ane oa meks 1,273 1,616 418 1,915 
Less: Net income (loss) attributable to noncontrolling interests . . (3) 185 (2) (10) 
Net income attributable to Hess Corporation ................. $1,276 (b) $1,431 (c) $ 420 (d) $1,925 (e) 
Net income attributable to Hess Corporation per share: 
Basic: 
Continuing operations ..... 20... 6... eee eee eee $ 3.38 $ 4.17 $ 1.09 $ 2.62 
Discontinued operations ........ 0.0.00. c eee eee eee 0.38 0.04 0.15 3.22 
Net income per share ....... 00... cece eee eee eee ee $ 3.76 $ 4.21 $ 1.24 $ 5.84 
Diluted: 
Continuing operations ........ 0.0.0 eee eee $ 3.34 $ 4.12 $ 1.08 $ 2.58 
Discontinued operations ........... 0.0. c ee eee eee eee ee 0.38 0.04 0.15 3.18 
Net income:-pér share .i..0:0 $c osipeeadee cad hace dae seanes $ 3.72 $ 4.16 $ 1.23 $ 5.76 
2012 
First Second Third Fourth 
Quarter Quarter Quarter Quarter 
(in millions, except per share amounts) 
Sales and other operating revenues ..............0 0 eee eee $5,597 $6,085 $5,981 $5,718 
Gross profit from continuing operations (a) ................-- $1,280 $1,530 $1,096 $ 917 
Income from continuing operations .......... 0.000. e eee eee $ 528 $ 548 $ 535 $ 256 
Income (loss) from discontinued operations ................. 32 (13) 57 120 
Net income: 2.2.3 4:624650cs0abess bade Cahinkeeeded nea 560 335 592 376 
Less: Net income (loss) attributable to noncontrolling interests . . 15 (14) 35 2 
Net income attributable to Hess Corporation ................. $ 545 (f) $ 549(g) $ 557(h) $ 374() 
Net income (loss) attributable to Hess Corporation per share: 
Basic: 
Continuing operations ......... 0... cece eee eee eee $ 1.52 $ 1.66 $ 1.48 $ 0.75 
Discontinued operations .......... 0.00. e eee eee ee 0.09 (0.04) 0.17 0.35 
Net income per share 1... 1... ec eee eee ee eee $ 1.61 $ 1.62 $ 1.65 $ 1.10 
Diluted: 
Continuing operations ....... 0.0... 0c eee eee eee ee $ 1.51 $ 1.65 $ 1.47 $ 0.75 
Discontinued operations .......... 0.00. eee eee eee 0.09 (0.04) 0.17 0.35 
Net income per Share? ..0..2086ct doa ii deeie node faa tan en $ 1.60 $ 1.61 $ 1.64 $ 1.10 


95 


(a) 


(b) 


(c) 


(d) 


(e) 


(f) 
(g) 
(h) 


(i) 


Gross profit represents Sales and other operating revenues, less Cost of products sold, Operating costs and expenses, Production and 
severance taxes, Marketing expenses, Depreciation, depletion and amortization and Asset impairments. 


Includes after-tax gains of $820 million related to asset sales and the liquidation of LIFO inventories, partially offset by after-tax 
charges of $213 million for an asset impairment, employee severance costs, refinery shutdown costs and an income tax charge related to 
a planned divestiture. 


Includes a non-taxable gain of $951 million related to an asset sale, partially offset by after-tax charges totaling $40 million for 
employee severance, refinery shutdown costs and other exit costs. 


Includes an after-tax gain of $143 million resulting from the liquidation of LIFO inventories, largely offset by after-tax charges totaling 
$128 million related to a non-cash mark-to-market adjustment, employee severance costs, refinery shutdown costs, and other charges. 


Includes after-tax gains of $1,472 million related to asset sales and the liquidation of LIFO inventories, as well as a deferred tax benefit 
of $674 million which represents the effect of Denmark’s enacted changes to the hydrocarbon income tax law, partially offset by after- 
tax charges of $540 million related to asset impairments, dry hole expenses, severance and other exit costs, income tax charges, refinery 
shutdown costs, and other charges. 


Includes an after-tax gain of $36 million related to an asset sale. 
Includes an after-tax charge of $36 million related to an asset impairment. 


Includes an after-tax gain of $349 million related to an asset sale, partially offset by after-tax charges of $116 million for asset 
impairments and $56 million to write-off the Corporation’s exploration assets in Peru and an income tax charge of $115 million to 
reflect a change in the United Kingdom supplementary income tax rate applicable to deductions for dismantlement expenditures. 


Includes an after-tax charge of $192 million for an asset impairment, an income tax charge of $86 million and after-tax charge of $33 
million for asset impairments and other charges, partially offset by an after-tax gain of $172 million related to an asset sale and after-tax 
income of $104 million from the partial liquidation of LIFO inventories. 


The results of operations for the periods reported herein should not be considered as indicative of future 


operating results. 
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Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure 


None. 


Item 9A. Controls and Procedures 


Based upon their evaluation of the Corporation’s disclosure controls and procedures (as defined in 
Exchange Act Rules 13a-15(e) and 15d-15(e)) as of December 31, 2013, John B. Hess, Chief Executive Officer, 
and John P. Rielly, Chief Financial Officer, concluded that these disclosure controls and procedures were 
effective as of December 31, 2013. 


There was no change in internal controls over financial reporting identified in the evaluation required by 
paragraph (d) of Rules 13a-15 or 15d-15 in the quarter ended December 31, 2013 that has materially affected, or 
is reasonably likely to materially affect, internal controls over financial reporting. 


Management’s report on internal control over financial reporting and the attestation report on the 
Corporation’s internal controls over financial reporting are included in Item 8 of this annual report on 
Form 10-K. 


Item 9B. Other Information 


None. 
PART III 


Item 10. Directors, Executive Officers and Corporate Governance 


Information relating to Directors is incorporated herein by reference to “Election of Directors” from the 
Registrant’s definitive proxy statement for the 2014 annual meeting of stockholders. 


The Corporation has adopted a Code of Business Conduct and Ethics applicable to the Corporation’s 
directors, officers (including the Corporation’s principal executive officer and principal financial officer) and 
employees. The Code of Business Conduct and Ethics is available on the Corporation’s website. In the event that 
we amend or waive any of the provisions of the Code of Business Conduct and Ethics that relate to any element 
of the code of ethics definition enumerated in Item 406(b) of Regulation S-K, we intend to disclose the same on 
the Corporation’s website at www.hess.com. 


Information relating to the audit committee is incorporated herein by reference to “Election of Directors” 
from the registrant’s definitive proxy statement for the 2014 annual meeting of stockholders. 
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Executive Officers of the Registrant 


The following table presents information as of February 1, 2014 regarding executive officers of the 
Registrant: 


Year Individual 


Became an 
Executive 
pee a, 
John B. Hess ........... 59 Chief Executive Officer and Director 1983 
Gregory P. Hill ......... 52 Executive Vice President and President 2009 
of Worldwide Exploration and Production 
Timothy B. Goodell ..... 56 Senior Vice President and General Counsel 2009 
John P. Rielly .......... 51 Senior Vice President and Chief Financial Officer 2002 
Mykel J. Ziolo .......... 61 Senior Vice President 2009 
Eric S. Fishman ......... 44 Vice President and Treasurer 2013 


* All officers referred to herein hold office in accordance with the By-laws until the first meeting of the Directors following the annual 
meeting of stockholders of the Registrant and until their successors shall have been duly chosen and qualified. Each of said officers was 
elected to the office opposite his name on May 16, 2013, except for Mr. Fishman who was elected to the office September 1, 2013. 


Each of the above officers has been employed by the Registrant or its subsidiaries in various managerial and 
executive capacities for more than five years. 
Item 11. Executive Compensation 


Information relating to executive compensation is incorporated herein by reference to “Election of 
Directors — Executive Compensation and Other Information,” from the Registrant’s definitive proxy statement 
for the 2014 annual meeting of stockholders. 


Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder 
Matters 


Information pertaining to security ownership of certain beneficial owners and management is incorporated 
herein by reference to “Election of Directors — Ownership of Voting Securities by Certain Beneficial Owners” 
and “Election of Directors — Ownership of Equity Securities by Management” from the Registrant’s definitive 
proxy statement for the 2014 annual meeting of stockholders. 


See Equity Compensation Plans in Item 5 for information pertaining to securities authorized for issuance 
under equity compensation plans. 
Item 13. Certain Relationships and Related Transactions, and Director Independence 

Information relating to this item is incorporated herein by reference to “Election of Directors” from the 
Registrant’s definitive proxy statement for the 2014 annual meeting of stockholders. 
Item 14. Principal Accounting Fees and Services 


Information relating to this item is incorporated by reference to “Ratification of Selection of Independent 
Auditors” from the Registrant’s definitive proxy statement for the 2014 annual meeting of stockholders. 
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PART IV 
Item 15. Exhibits, Financial Statement Schedules 
(a) 1. and 2. Financial statements and financial statement schedules 


The financial statements filed as part of this Annual Report on Form 10-K are listed in the accompanying index to 
financial statements and schedules in Item 8, Financial Statements and Supplementary Data. 


3. Exhibits 


3(1) Restated Certificate of Incorporation of Registrant, including amendment thereto dated May 3, 2006 
incorporated by reference to Exhibit 3 of Registrant’s Form 10-Q for the three months ended June 30, 
2006. 

3(2) Certificate of Amendment to the Restated Certificate of Incorporation of the Registrant, dated May 22, 
2013, incorporated by reference to Exhibit 3(1) of Form 8-K of the Registrant filed on May 22, 2013. 

3(3) By-laws of Registrant incorporated by reference to Exhibit 3(1) of Form 8-K of Registrant filed on 
August 13, 2013. 

4(1) Five-Year Credit Agreement dated as of April 14, 2011, among Registrant, certain subsidiaries of 


Registrant, J.P. Morgan Chase Bank, N.A. as lender and administrative agent, and the other lenders 
party thereto, incorporated by reference to Exhibit 10(1) of Form 8-K of Registrant filed on April 18, 
2011. 

4(2) Indenture dated as of October 1, 1999 between Registrant and The Chase Manhattan Bank, as Trustee, 
incorporated by reference to Exhibit 4(1) of Form 10-Q of Registrant for the three months ended 
September 30, 1999. 


4(3) First Supplemental Indenture dated as of October 1, 1999 between Registrant and The Chase 
Manhattan Bank, as Trustee, relating to Registrant’s 77/,% Notes due 2009 and 77/;% Notes due 2029, 
incorporated by reference to Exhibit 4(2) to Form 10-Q of Registrant for the three months ended 
September 30, 1999. 

4(4) Prospectus Supplement dated August 8, 2001 to Prospectus dated July 27, 2001 relating to Registrant’s 
5.30% Notes due 2004, 5.90% Notes due 2006, 6.65% Notes due 2011 and 7.30% Notes due 2031, 
incorporated by reference to Registrant’s prospectus filed pursuant to Rule 424(b)(2) under the 
Securities Act of 1933 on August 9, 2001. 

4(5) Prospectus Supplement dated February 28, 2002 to Prospectus dated July 27, 2001 relating to 
Registrant’s 7.125% Notes due 2033, incorporated by reference to Registrant’s prospectus filed 
pursuant to Rule 424(b)(2) under the Securities Act of 1933 on March 1, 2002. 

4(6) Indenture dated as of March 1, 2006 between Registrant and The Bank of New York Mellon as 
successor to JP Morgan Chase, as Trustee, including form of Note. Incorporated by reference to Exhibit 
4 to Registrant’s Form S-3ASR filed with the Securities and Exchange Commission on March 1, 2006. 

4(7) Form of 2014 Note issued pursuant to Indenture, dated as of March 1, 2006, among Registrant and The 
Bank of New York Mellon, as successor to JP Morgan Chase as Trustee. Incorporated by reference to 
Exhibit 4(1) to Registrant’s Form 8-K filed with the Securities and Exchange Commission on February 
4, 2009. 

4(8) Form of 2019 Note issued pursuant to Indenture, dated as of March 1, 2006, among Registrant and The 
Bank of New York Mellon, as successor to JP Morgan Chase, as Trustee. Incorporated by reference to 
Exhibit 4(2) to Registrant’s Form 8-K filed with the Securities and Exchange Commission on February 


4, 2009. 

4(9) Form of 6.00% Note, incorporated by reference to Exhibit 4(1) to the Form 8-K of Registrant filed on 
December 15, 2009. 

4(10) Form of 5.60% Note incorporated by reference to Exhibit 4(1) to the Form 8-K of Registrant filed on 


August 12, 2010. Other instruments defining the rights of holders of long-term debt of Registrant and 
its consolidated subsidiaries are not being filed since the total amount of securities authorized under 
each such instrument does not exceed 10 percent of the total assets of Registrant and its subsidiaries on 
a consolidated basis. Registrant agrees to furnish to the Commission a copy of any instruments defining 
the rights of holders of long-term debt of Registrant and its subsidiaries upon request. 


10(1)* Incentive Cash Bonus Plan description incorporated by reference to Item 5.02 of Form 8-K of 
Registrant filed on March 8, 2013. 
10(2)* Financial Counseling Program description incorporated by reference to Exhibit 10(6) of Form 10-K of 


Registrant for fiscal year ended December 31, 2004. 
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10(3)* 


10(4)* 


10(5)* 


10(6)* 


10(7)* 


10(8)* 


10(9)* 


10(10)* 


10(11)* 
10(12)* 


10(13)* 


10(14)* 


10(15)* 


10(16)* 


10(17)* 


10(18)* 


10(19)* 


10(20)* 


10(21)* 


10(22) 


Hess Corporation Savings and Stock Bonus Plan incorporated by reference to Exhibit 10(7) of 
Form 10-K of Registrant for fiscal year ended December 31, 2006. 

Performance Incentive Plan for Senior Officers, as amended, as approved by stockholders on May 
4, 2011, incorporated by reference to Annex A to the definitive proxy statement of the Registrant 
filed on March 25, 2011. 

Hess Corporation Pension Restoration Plan dated January 19, 1990 incorporated by reference to 
Exhibit 10(9) of Form 10-K of Registrant for the fiscal year ended December 31, 1989. 
Amendment dated December 31, 2006 to Hess Corporation Pension Restoration Plan incorporated 
by reference to Exhibit 10(10) of Form 10-K of Registrant for fiscal year ended December 31, 
2006. 

Letter Agreement dated May 17, 2001 between Registrant and John P. Rielly relating to Mr. 
Rielly’s participation in the Hess Corporation Pension Restoration Plan, incorporated by reference 
to Exhibit 10(18) of Form 10-K of Registrant for the fiscal year ended December 31, 2002. 
Second Amended and Restated 1995 Long-term Incentive Plan, including forms of awards 
thereunder incorporated by reference to Exhibit 10(11) of Form 10-K of Registrant for fiscal year 
ended December 31, 2004. 

2008 Long-term Incentive Plan, incorporated by reference to Annex B to Registrant’s definitive 
proxy statement filed on March 27, 2008. 

First Amendment dated March 3, 2010 and approved May 5, 2010 to Registrant’s 2008 Long- 
term Incentive Plan, incorporated by reference to Annex B of Registrant’s definitive proxy 
statement filed on March 25, 2010. 

Forms of Awards under Registrant’s 2008 Long-term Incentive Plan incorporated by reference to 
Exhibit 10(14) of Registrant’s Form 10-K for the fiscal year ended December 31, 2009. 

Form of Performance Award Agreement under Registrant’s 2008 Long-term Incentive Plan 
incorporated by reference to Exhibit 10(2) of Form 8-K of Registrant filed on March 13, 2012. 
Modified Form of Restricted Stock Award Agreement under Registrant’s 2008 Long-term 
Incentive Plan incorporated by reference to Exhibit 10(3) of Form 8-K of Registrant filed on 
March 13, 2012. 

Second Amendment dated March 23, 2012 and approved May 2, 2012 to Registrant’s 2008 Long- 
term Incentive Plan, incorporated by reference to Annex A of Registrant’s definitive proxy 
statement filed on March 23, 2012. 

Compensation program description for non-employee directors, incorporated by reference to 
Item 1.01 of Form 8-K of Registrant filed on January 4, 2007. 

Amended and Restated Change of Control Termination Benefits Agreement dated as of May 29, 2009 
between Registrant and F. Borden Walker, incorporated by reference to Exhibit 10(1) of Form 10-Q 
of Registrant for the three months ended June 30, 2009. A substantially identical agreement (differing 
only in the signatories thereto) was entered into between Registrant and John B. Hess. 

Change of Control Termination Benefits Agreement dated as of May 29, 2009 between Registrant 
and John P. Rielly incorporated by reference to Exhibit 10(17) of Registrant’s Form 10-K for the 
fiscal year ended December 31, 2009. Substantially identical agreements (differing only in the 
signatories thereto) were entered into between Registrant and other executive officers (including 
the named executive officers, other than those referred to in Exhibit 10(17)). 

Letter Agreement dated March 18, 2002 between Registrant and F. Borden Walker relating to 
Mr. Walker’s participation in the Hess Corporation Pension Restoration Plan incorporated by 
reference to Exhibit 10(16) of Form 10-K of Registrant for the fiscal year ended December 31, 
2001. 

Agreement between Registrant and Gregory P. Hill relating to his compensation and other terms of 
employment, incorporated by reference to Item 5.02 of Form 8-K of Registrant filed January 7, 2009. 
Agreement between Registrant and Timothy B. Goodell relating to his compensation and other 
terms of employment incorporated by reference to Exhibit 10(20) of Registrant’s Form 10-K for 
the fiscal year ended December 31, 2009. 

Deferred Compensation Plan of Registrant dated December 1, 1999 incorporated by reference to 
Exhibit 10(16) of Form 10-K of Registrant for the fiscal year ended December 31, 1999. 
Agreement by and among Hess Corporation, Elliott Associates, L.P. and Elliott International, L.P. 
dated as of May 16, 2013, incorporated by reference to Exhibit 99(1) of Form 8-K of the 
Registrant filed on May 22, 2013. 
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21 
23(1) 


23(2) 
31(1) 


31(2) 


32(1) 


32(2) 


99(1) 


101(INS) 

101(SCH) 
101(CAL) 
101(LAB) 
101(PRE) 
101(DEF) 


Subsidiaries of Registrant. 


Consent of Ernst & Young LLP, Independent Registered Public Accounting Firm, dated 
February 28, 2014. 


Consent of DeGolyer and MacNaughton dated February 28, 2014. 


Certification required by Rule 13a-14(a) (17 CFR 240.13a-14(a)) or Rule 15d-14(a) 
(17 CFR 240.15d-14(a)). 


Certification required by Rule 13a-14(a) (17 CFR 240.13a-14(a)) or Rule 15d-14(a) 
(17 CFR 240.15d-14(a)). 


Certification required by Rule 13a-14(b) (17 CFR 240.13a-14(b)) or Rule 15d-14(b) 
(17 CFR 240.15d-14(b)) and Section 1350 of Chapter 63 of Title 18 of the United States 
Code (18 U.S.C. 1350). 


Certification required by Rule 13a-14(b) (17 CFR 240.13a-14(b)) or Rule 15d-14(b) 
(17 CFR 240.15d-14(b)) and Section 1350 of Chapter 63 of Title 18 of the United States 
Code (18 U.S.C. 1350). 


Letter report of DeGolyer and MacNaughton, Independent Petroleum Engineering 
Consulting Firm, dated February 7, 2014, on proved reserves audit as of December 31, 2013 
of certain properties attributable to Registrant. 


XBRL Instance Document 

XBRL Schema Document 

XBRL Calculation Linkbase Document 
XBRL Labels Linkbase Document 
XBRL Presentation Linkbase Document 
XBRL Definition Linkbase Document 


* These exhibits relate to executive compensation plans and arrangements. 


(b) Reports on Form 8-K 


During the three months ended December 31, 2013, Registrant filed or furnished the following report on 


Form 8-K: 


1. Filing dated October 30, 2013 reporting under Items 2.02 and 9.01, and a news release dated 
October 30, 2013 reporting results for the third quarter of 2013. 
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SIGNATURES 


Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the 
Registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly 
authorized, on the 28th day of February 2014. 


HESS CORPORATION 
(Registrant) 


By /s/_ JOHN P. RIELLY 


(John P. Rielly) 
Senior Vice President and 
Chief Financial Officer 


Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed 
below by the following persons on behalf of the Registrant and in the capacities and on the dates indicated. 


Signature 


/s/_ JOHN B. HEss 


John B. Hess 


/s/ Dr. MARK R. WILLIAMS 


Dr. Mark R. Williams 


/s/ RODNEY F. CHASE 


Rodney F. Chase 


/s/_ HARVEY GOLUB 


Harvey Golub 


/s/_ EpttrH E. HOLIDAY 


Edith E. Holiday 


/s/_ JOHN KRENICKI, JR. 


John Krenicki, Jr. 


/s/_ Dr. RISA LAVIZZO-MOUREY 


Dr. Risa Lavizzo-Mourey 


/s/_ DAvID MCMANUS 


David McManus 
/s/ Dr. KEVIN O. MEYERS 


Dr. Kevin O. Meyers 
/s/ JOHN H. MULLIN, III 


John H. Mullin, TT 


/s/_ JAMES H. QUIGLEY 


James H. Quigley 


/s/ FREDRIC G. REYNOLDS 


Fredric G. Reynolds 


/s/_ JOHN P. RIELLY 


John P. Rielly 


/s/_ WILLIAM G. SCHRADER 


William G. Schrader 


/s/ ROBERT N. WILSON 


Robert N. Wilson 


Title 


Director and 
Chief Executive Officer 
(Principal Executive Officer) 


Director and 
Chairman of the Board 
Director 
Director 
Director 
Director 
Director 
Director 
Director 
Director 
Director 


Director 


Senior Vice President and Chief 
Financial Officer 
(Principal Financial and Accounting Officer) 


Director 


Director 


Date 


February 28, 2014 


February 28, 2014 


February 28, 2014 


February 28, 2014 


February 28, 2014 


February 28, 2014 


February 28, 2014 


February 28, 2014 


February 28, 2014 


February 28, 2014 


February 28, 2014 


February 28, 2014 


February 28, 2014 


February 28, 2014 


February 28, 2014 
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Schedule II 
HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES 
VALUATION AND QUALIFYING ACCOUNTS 
For the Years Ended December 31, 2013, 2012 and 2011 


Additions 
Charged 
to Costs Charged Deductions 
Balance and to Other from Balance 
Description January 1 Expenses Accounts Reserves December 31 
(In millions) 
2013 
Losses on receivables .............. 0.0000 eee $ 34 $¢$ 10 $ — $ 17 $ 27 
Deferred income tax valuation ................. $ 1,282 $ 383 $ (17) $ 129 $ 1,519 
2012 
Losses on receivables ........... 00. ce eee cease $ 55 $ — §$ — $ 21 $ 34 
Deferred income tax valuation ................. $ 1,071 $ 248 §$ — $ 37 $ 1,282 
2011 
Losses on receivables .......... 0.00.00 000 eee $ 58 $ 4 $ 1 $ 8 $ 55 
Deferred income tax valuation ................. $ 444 $ 648 $ — $ 21 $ 1,071 
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Report of Independent Auditors 


The Members 
HOVENSA L.L.C. 


We have audited the accompanying statements of operations, comprehensive loss and (accumulated deficit) 
retained earnings, and cash flows of HOVENSA L.L.C. (“the Company”) for the year ended December 31, 2011. 
These financial statements are the responsibility of the Company’s management. Our responsibility is to express 
an opinion on these financial statements based on our audits. 


We conducted our audits in accordance with auditing standards generally accepted in the United States. 
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the 
financial statements are free of material misstatement. We were not engaged to perform an audit of the 
Company’s internal control over financial reporting. Our audits included consideration of internal control over 
financial reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for 
the purpose of expressing an opinion on the effectiveness of the Company’s internal control over financial 
reporting. Accordingly, we express no such opinion. An audit also includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and 
significant estimates made by management, and evaluating the overall financial statement presentation. We 
believe that our audits provide a reasonable basis for our opinion. 


In our opinion, the financial statements referred to above present fairly, in all material respects, the results of 
the Company’s operations and its cash flows for the year ended December 31, 2011 in conformity with U.S. 
generally accepted accounting principles. 


Grnet ¥ LLP 


February 27, 2012 
New York, New York 
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HOVENSA L.L.C. 


BALANCE SHEETS 
(Dollars in thousands) 


December 31, 
2013 2012 
(Unaudited) (Unaudited) 


ASSETS 
CURRENT ASSETS 
Cash and cash equivalents. ..0...2 00006 ¢0ci gene eee eee ese See eee $ 158,089 $ 336,570 
Accounts receivable: 
Members and affiliates ... 00.00.5060 ese cee eee ee beeen eee eee ete ees 102 268 
Trade (less allowance in 2013 of $0 and 2012 of $6,859) .............0.005 802 8,783 
OUNCE se... 3.6 Sn tik Sender Saat bt che tae ene he ase nee so he 28 851 
i Fag) 1100) dl 1a eee ee ee ea eee ae eee ee ae 47,583 68,230 
Deposits and prepaid expenses ....... 0... 00. eee eee tenes 721 1,485 
Total current assets .... 0.0... ccc e nent nee enas 207,325 416,187 
OTHER ASSETS ..... 0... cece ene beens be anaens 38,323 119 
TOTAL ASSETS ios0scoso 085 lo ee eH SAREE AAO Rnd 1a eet $ 245,648 $ 416,306 
LIABILITIES AND MEMBERS’ EQUITY 
CURRENT LIABILITIES 
Accounts: payable. «202.104 bi aGeee a eaw bed ans Nae whee ated od eR SS $ 12,910 $ 19,117 
Accrued: InabbiliteS 2 is ee dcdee, eek Se deena hie chee Seed dee RR eee eee RS SS 102,737 190,158 
Interest-and ‘taxes payable ss occa eg cae sae nes G aad hee eee we made y skate 150,961 64,843 
Payable to members for financial support ........... 0.0.00... 0.2 1,622,000 1,622,000 
‘Total current Wabnlities! 4.2 3s .cncc5 tee be cas Ree buevin ee enos 4 Mae eed ead 1,888,608 1,896,118 
OTHER LIABILITIES ..........0 0... 85,219 102,222 
Total lablities: $.4.50.4o0:50.4 40-44-49 Stick aled he iadetiaeedaw ees 1,973,827 1,998,340 
MEMBERS’ EQUITY 
Members’ initial investment ........0.0 0.0.0.0. eee eee eee eee 1,343,429 1,343,429 
Accumulated ASG Clb oie cs. aecesencseoncacy deh, pened doeee ea Oy dae a ekg Ga mee Eee a (3,054,573) (2,885,218) 
Accumulated other comprehensive loss ............ 00: e cece eee eee ee eee (17,035) (40,245) 
Total members? equity” ei cse.oe seals ots caules Dis eee eka eo (1,728,179) (1,582,034) 
TOTAL LIABILITIES AND MEMBERS’ EQUITY ....................... $ 245,648 $ 416,306 


See accompanying notes to financial statements. 
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HOVENSA L.L.C. 


STATEMENTS OF OPERATIONS, COMPREHENSIVE INCOME (LOSS) 
AND (ACCUMULATED DEFICIT) RETAINED EARNINGS 
(Dollars in thousands) 


Years Ended December 31, 


2013 2012 2011 
(Unaudited) (Unaudited) (Audited) 

BATES sede crc tg ates al os oe eee eRe ee eat ete ean 36, $ 129,306 $ 1,633,357 $13,126,326 
OPERATING EXPENSES 

PROdUCt. COSTS: 53.50 h ik ve eee ee een eee eR Sek eee ARS 111,172 1,073,019 12,803,408 

Operating expenses: siida de engit wade cag dew os bos hed Gea 117,502 324,794 554,516 

Depreciation and amortization ......... 0.0... 0000000000005 —_— — 128,403 

Asset impairments and shutdown related charges .............. —_— 152,759 2,072,600 

Total operating expenses ......... 0... eee eee eee 228,674 1,550,572 15,558,927 
OPERATING INCOME (LOSS) ....................020005- (99,368) 82,785 = (2,432,601) 
OTHER NON-OPERATING INCOME (EXPENSE) 

Interest expense, Nel «csi descdeee see dee eee bee ee eee (84,744) (82,419) (38,689) 

Other income (expense), Net... eee eee 14,757 12,648 (15,962) 
NET INCOME (LOSS) ............. 0... c cece ene $ (169,355) $ 13,014 $(2,487,252) 
COMPONENTS OF COMPREHENSIVE INCOME (LOSS) 

Net income (loss) 1.0.0... ccc cece cen teen eens $ (169,355) $ 13,014 $(2,487,252) 

Other comprehensive income (loss): 

Change in retirement plan liabilities ................... 23,210 (2,589) 9,898 
COMPREHENSIVE INCOME (LOSS) ...................... $ (146,145) $ 10,425 $(2,477,354) 
(ACCUMULATED DEFICIT) RETAINED EARNINGS 

Opening balance: sic eai acd oa Ne ee KA le oad Meee wee $(2,885,218) $(2,898,232) $ (410,980) 
Net income (loss) 2.0.0.0... ccc ccc ete eee (169,355) 13,014 (2,487,252) 
CLOSING BALANCE ........0..0... 0000 ccc eens $(3,054,573) $(2,885,218) $(2,898,232) 


See accompanying notes to financial statements. 
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HOVENSA L.L.C. 


STATEMENTS OF CASH FLOWS 
(Dollars in thousands) 


Years Ended December 31, 
2013 2012 2011 
(Unaudited) (Unaudited) (Audited) 
CASH FLOWS FROM OPERATING ACTIVITIES 
Net income (loss) 2.0... 0... c cece teen nen teens $(169,355) $ 13,014 $(2,487,252) 
Adjustments to reconcile net income (loss) to net cash provided by 
(used in) operating activities: 


Depreciation and amortization ............ 0.0... e eee eee _ _— 128,403 
Asset impairments and shutdown related charges ............... _ 152,759 2,072,600 
Decrease in accounts receivable ........ 0.0.0.0 c cece eee eee 8,970 177,445 181,227 
Decrease in inventories ... 0.0.0... cee eens 20,647 80,724 65,698 
Decrease (increase) in deposits and prepaid expenses ............ 764 12,353 (510) 
(Increase) decrease in other assets ........ 0.0.00 c cece eee eee (38,204) 10,255 16,419 
Decrease in accounts payable and accrued liabilities ............. (93,628) (812,828) (218,068) 
Increase (decrease) in interest and taxes payable ................ 86,118 63,384 (509) 
Increase (decrease) in other liabilities ..................00000. 6,207 (26,489) (25,473) 
Net cash used in operating activities ...............0 000s (178,481) (329,383) (267,465) 
CASH FLOWS FROM INVESTING ACTIVITIES 

Capital expenditures, 2... ss bee ye ered ey ieee eoea wees _ — (39,373) 
Net cash used in investing activities ..... 0.0.0.0... eee eee ee — — (39,373) 


CASH FLOWS FROM FINANCING ACTIVITIES 


Decrease (increase) in debt service fund ................20000- — 11,361 (11) 
Decrease in long-term debt, net .......... 0... eee eee eee eee — (355,683) (350,000) 
Increase in payable to members for financial support ............ —_— 968,000 654,000 

Net cash provided by financing activities .................04. _— 623,678 303,989 

NET INCREASE (DECREASE) IN CASH AND CASH 

EQUIVALENTS ........... 0.02. cece cette eens (178,481) 294,295 (2,849) 
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR .. 336,570 42,275 45,124 
CASH AND CASH EQUIVALENTS AT END OF YEAR .......... $ 158,089 $336,570 $ 42,275 


See accompanying notes to financial statements. 
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HOVENSA L.L.C. 


NOTES TO FINANCIAL STATEMENTS 
(Dollars in thousands) 


1. Basis of Financial Statements and Significant Accounting Policies 
Nature of Business 


Background: HOVENSA L.L.C. (the “Company” or “HOVENSA”) was formed as a 50/50 joint venture 
between subsidiaries of Petroleos de Venezuela, SA. (“PDVSA”) and Hess Corporation (“Hess”), to own and 
operate the Company’s refinery located in St. Croix, United States (U.S.) Virgin Islands. The Company’s 
members are PDVSA V.L., Inc., a subsidiary of PDVSA, and Hess Oil Virgin Islands Corp. (“HOVIC”), a 
subsidiary of Hess. Through January 2012, the Company purchased crude oil from PDVSA, Hess and third 
parties, and manufactured and sold petroleum products primarily to PDVSA and Hess. Since January 2012, the 
Company has operated the facility as an oil storage terminal. 


HOVENSA operates under a Concession Agreement with the Government of the U.S. Virgin Islands. The 
original Concession Agreement was entered into on September 1, 1965. On November 5, 2013, HOVENSA 
entered into the Fourth Amendment to the Concession Agreement that provides for a process to sell the oil 
refinery and related facilities, which has commenced. The Company has opened a data room and has retained an 
investment advisor. The Concession Agreement can be extended with Virgin Islands government approval, 
which has occurred on four previous occasions. 


Shutdown of Refinery: In December 2011, the Company’s members agreed to shut down refining 
operations effective January 18, 2012. As a result of this decision, the Company recorded noncash charges 
totaling $2,072,600 in December 2011 to fully impair its property, plant and equipment and recognize certain 
other expenses related to the shutdown decision. Following the refinery shutdown, the Company redeemed its 
outstanding debt, liquidated a majority of its inventory and settled a portion of its liabilities. In 2012, additional 
shutdown related charges totaling $152,759 were recorded, primarily for the estimated legal obligations for 
hydrocarbon removal and tank cleaning costs. 


Basis of Presentation 


The accompanying financial statements of HOVENSA have been prepared in conformity with United States 
generally accepted accounting principles (“U.S. GAAP”). As further explained in Notes 2 and 3 below, the Company 
fully impaired its property, plant and equipment and recorded certain refinery shutdown costs at December 31, 2011. 
Refinery shutdown activities occurred in 2012 and 2013. The Company received financial support from the members 
in 2012 to fund a portion of the expenditures for the refinery shutdown and conversion to an oil storage terminal. 


The members’ primary objective is to sell the refinery and related facilities. The Company believes that it has 
cash reserves that are only sufficient to fund its operations through the first three quarters of 2014 and the members 
currently do not anticipate providing any additional funding to the Company. If an agreement to sell the refinery 
cannot be reached, the Company will likely not be able to continue operating the facility as an oil storage terminal. 


Use of Estimates 


In preparing financial statements in conformity with U.S. GAAP, management makes estimates and 
assumptions that affect the reported amounts of assets and liabilities in the balance sheet and revenues and 
expenses in the statement of operations. Actual results could differ from those estimates. Among the estimates 
made by management are asset impairments, refinery shutdown costs, inventory and other asset valuations, legal 
and environmental obligations and pension liabilities. 


Revenue Recognition 


The Company recognizes revenues from the sale of petroleum products when title passes to the customer, 
which generally occurs when products are shipped or delivered in accordance with the terms of the respective 
sales agreements. 


In addition, the Company provides storage and other related services for third-party customers. Tank storage 
and related revenue is recognized in the period the service is provided. Product stored remains the property of 
these third-party customers. 
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HOVENSA L.L.C. 
NOTES TO FINANCIAL STATEMENTS - (Continued) 
(Dollars in thousands) 


Cash and Cash Equivalents 


Cash equivalents consist of highly liquid investments, which are readily convertible into cash and have 
maturities of three months or less when acquired. 


Inventories 


Inventories of crude oil and refined products used in refining operations were valued at the lower of last-in, 
first-out (“LIFO”) cost or market. Other inventories, including refined products purchased for resale or used in 
operations, as well as materials and supplies are valued at the lower of average cost or market. 


Depreciation 


Depreciation of refinery facilities through December 31, 2011 was determined principally on the units-of- 
production method based on estimated production volumes. Depreciation of all other equipment was determined 
on the straight-line method based on estimated useful lives. 


Maintenance and Repairs 


Maintenance and repairs are expensed as incurred. 


Impairment of Long-Lived Assets 


Long-lived assets are reviewed for impairment whenever events or changes in circumstances indicate that 
the carrying amount of the assets may not be recoverable. The impairment recognized is the amount by which the 
carrying amount exceeds the estimated fair market value of the assets. 


Asset Retirement Obligations 


Asset retirement obligations must be recorded at fair value in the period in which it is determined that a 
legal obligation exists and a reasonable estimate of the fair value of the liability can be made. 


Environmental Expenditures 


Liabilities for future remediation costs are recorded when environmental assessments or remedial efforts are 
probable and the costs can be reasonably estimated. Other than for assessments, the timing and magnitude of 
these accruals generally are based on the completion of investigations or other studies or a commitment to a 
formal plan of action. Environmental liabilities are based on best estimates of probable undiscounted future costs 
using currently available technology and applying current regulations. Such accruals are adjusted as further 
information develops or circumstances change. 


Income Taxes 


The Company is a limited liability company and, as a result, income taxes are the responsibility of the 
members. Accordingly, no effect of income tax has been recognized in the accompanying financial statements. 


Retirement Plans 


The Company recognizes on its balance sheet the underfunded status of its defined benefit retirement plans 
measured as the difference between the fair value of plan assets and the benefit obligations. The benefit 
obligation is the projected benefit obligation in the case of the non-contributory defined benefit pension plan and 
the projected post-retirement benefit obligation for the post-retirement medical plan. The Company recognizes 
the net changes in the plan assets and benefit obligations of its defined benefit retirement plans in the year in 
which such changes occur. 
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Prior service costs and gains and losses in excess of 10% of the greater of the benefit obligation or the 
market value of assets are amortized over the average remaining service period of active employees. 


The determination of the obligations and expenses related to these plans are based on several actuarial 
assumptions, the most significant of which relate to the discount rate for measuring the present value of future 
plan obligations; expected long-term rates of return on plan assets and rate of future increases in compensation 
levels. These assumptions represent estimates made by the Company, some of which can be affected by external 
factors. 


2. Asset Impairment and Refinery Shutdown Related Charges 


On January 18, 2012, HOVENSA announced the decision to shut down its refinery operations after 
experiencing substantial operating losses due to global economic conditions and competitive disadvantages 
versus other refiners. Such losses were incurred despite efforts to improve operating performance by reducing 
refining capacity to 350,000 barrels per day from 500,000 barrels per day in the first half of 2011. Operating 
losses were also projected to continue. The Company prepared an impairment analysis as of December 31, 2011, 
which indicated that undiscounted future cash flows would not recover the carrying value of its assets. As a 
result, the Company recorded an impairment charge of $1,900,349 representing the difference between the 
carrying value and the estimated fair market value of property, plant and equipment at December 31, 2011. 
Estimated fair value was determined based on discounted future cash flows (a Level 3 fair value measure). In 
addition, the Company recorded other charges totaling $172,251 for obligations incurred in 2011 related to the 
decision to shut down the refinery, including recognition of legally required employee and contractor severance 
costs of $66,200 and reductions in carrying value of warehouse inventory and other assets totaling $106,051. 


During 2012, the Company recorded a charge $175,000 for estimated obligations incurred due to 
hydrocarbon removal and tank cleaning costs, that became legal obligations upon shutdown of the refinery. In 
addition, the Company recorded a charge of $23,408 in 2012 to write down warehouse inventory and other assets 
and reduced its allowance for doubtful accounts by $45,649 upon collection of a previously written-off 
receivable. 


3. Future Refinery Shutdown Expenditures 


The Company is expected to incur additional refinery shutdown costs in excess of amounts that can be 
accrued under US GAAP, including costs related to the preservation of refinery process equipment, enhanced 
employee and contractor severance and benefits, estimated losses on long-term contracts and other costs. Of the 
amounts that were accrued, the following is the movement in the shutdown reserve: 

2013 2012 2011 
(Unaudited) (Unaudited) (Audited) 


Shutdown reserve 


Opening balance: 3 icc tarda eds Mie bee de hed raw edaaw ees $187,528 $ 66,200 $ — 
PEO VISIONS 25x. eer cease 5 saree sin veel gov ide elon ot dene ceie BC Se eG eases Gs Setar eg Soe — 175,000 66,200 
PayMents:-+ 5 is.ait ieadevatees Saeed coed waste seawe eines (87,046) (53,672) — 

Binding, Dalainee aya aag: ste diese pcgcay arsead eases tchegy aids shenichctugheacacd ace oeaeeew al RAS $100,482 $187,528 $66,200 


The shutdown reserve is reflected in accrued liabilities on the balance sheet. 
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4. Related Party Transactions 


During 2012 and 2011, HOVENSA received financial support from its members primarily by delaying the 
normal timing of payments to PDVSA for crude oil purchases, as well as accelerating payments from Hess for 
refined product sales. At December 31, 2012 and 2011, interest bearing financial support provided by both 
members in the aggregate of $1,622,000 and $654,000, respectively, is recorded as a current liability in the 
balance sheet. The Company incurred interest expense of $85,155 in 2013, and $80,148 in 2012, and $14,278 in 
2011 on payables to its members for their financial support. 


The Company had long-term crude oil supply agreements with Petroleum Marketing International 
(“Petromar’”) a subsidiary of PDVSA, under which Petromar agreed to sell to HOVENSA a monthly average of 
155,000 barrels per day of Mesa crude oil and 115,000 barrels per day of Merey crude oil. The Company also 
had a product sales agreement with Hess and Petromar that requires Hess and Petromar each to purchase after 
any sales of refined products by HOVENSA to third parties, 50% of HOVENSA’s gasoline, distillate, residual 
fuel and other products at market prices. Purchases and sales under these agreements ceased on April 1, 2012 
following the shutdown of refining operations. 


A summary of all material transactions between the Company, its members and affiliates follows: 
2013 2012 2011 


(Unaudited) (Unaudited) (Audited) 
Sales of petroleum products: 


MGS 8? sss rpc hese cach seit erat caus lateadaaisfclige abo ataeeenarecataiananats $ — $144,797 $3,805,821 

PDVSA «ca ciaiencdolacoeiidga pee meee ib eedaeas _— 147,232 3,937,571 
Purchases of crude oil and products: 

HESS: oycd te dda eee ee dh ieee sets eee baked 90,235 191,425 709,570 

BIDV SA ec eset as shan tia ta ch dd erases betaine aurea cemanees — 524,517 6,412,491 
Administrative service agreement fee paid to Hess ........ 2,756 4,286 4,018 
Bareboat charter of tugs and barges paid to HOVIC ....... 2,873 2,880 2,873 
Marine revenues received from PDVSA and Hess ........ —_ —_ 567 


5. Inventories 


Inventories as of December 31 were as follows: 


2013 2012 

(Unaudited) (Unaudited) 

Crideroil): 52.4.3 9-3 setae ce ne phate eplenees OMe eee te ae aed eee $ 52,878 $ 52,878 
Refined and other finished products ........... 0.0.00... 02 e eee eee 63,308 92,154 
ess? LIFO aqdjustment..o2s 5 .0dndve ceeded bees da Be ke eed (82,195) (103,318) 
33,991 41,714 

Materials:and supphteS: 23:02. ¢0.00e¢.20pesas teased eta donee deaeae 13,592 26,516 
MIOUAL +s oi alectag tah Sas oi ecuador aes ace re eeane eee al ome dittes dearer tuet gents $ 47,583 $ 68,230 


During 2013 and 2012, the Company liquidated LIFO inventories that are carried at below market costs, 
which improved operating results by approximately $10,000 and $745,000, respectively. During 2014, the 
Company intends to liquidate its remaining crude oil, refined and other finished products inventories. 
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6. Tax Exempt Revenue Bonds and Other Long-Term Debt 


During 2012, the Company redeemed $355,683 of tax-exempt revenue bonds. The terms of the tender offer 
included a purchase price at par value, plus accrued but unpaid interest up to the purchase date, subject to the 
terms of the offering document. In conjunction with the redemption of the tax-exempt revenue bonds, the 
Company’s debt service fund was liquidated. 


7. Environmental Matters 


In 2011, the Company signed a Consent Decree with the U.S. Environmental Protection Agency (EPA) and 
the United States Virgin Islands, which among other things requires the Company to install equipment and 
implement additional operating procedures to reduce emissions over the next 10 years. The cost of installing this 
equipment would have been approximately $700,000. Since the refining facilities were shut down in 2012 and 
the Company reached an agreement in 2013 with the United States Virgin Islands to engage in a sale process, the 
Company believes it will not be required to make the material capital expenditures outlined in the Consent 
Decree. Under the terms of the Consent Decree, the Company paid a penalty of $5,375 in 2011. 


In the normal course of its business, the Company records liabilities for future environmental remediation 
expenditures when such environmental obligations are probable and reasonably estimable. 


The Company is required to provide financial assurance to the EPA in connection with various forms of 
environmental compliance. The required financial assurance totaled approximately $47,000 at December 31, 
2013 and $41,000 at December 31, 2012. This requirement was met in 2013 by establishing a trust for $38,000, 
which is reflected in other assets on the balance sheet, and posting a letter of credit for $9,000. In 2012, the 
Company met the requirement by posting a letter of credit. 


8. Contingencies 


The Company is subject to loss contingencies with respect to various lawsuits, claims and other 
proceedings, including environmental matters. A liability is recognized in the Company’s financial statements 
when it is probable a loss has been incurred and the amount can be reasonably estimated. If the risk of loss is 
probable, but the amount cannot be reasonably estimated or the risk of loss is only reasonably possible, a liability 
is not accrued; however, the Company discloses the nature of those contingencies. In management’s opinion, 
based upon currently known facts and circumstances, the outcome of such loss contingencies will not have a 
material adverse effect on the Company’s financial condition, results of operations and cash flows. 


9. Retirement Plans 


The Company has a funded non-contributory, defined benefit pension plan for substantially all of its 
employees. The plan provides defined benefits based on years of service and final average salary. At 
December 31, 2013 and 2012, the actuarial assumptions for the determination of the projected benefit obligation 
reflect the transition of the refinery to an oil storage terminal. The non-contributory defined benefit pension plan 
will remain in place and meet future obligations in accordance with terms of the plan, but terminated employees 
will no longer earn service toward future benefits. 
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The following table reconciles the projected benefit obligation and fair value of plan assets and shows the 
funded status of the pension plan: 
2013 2012 
(Unaudited) (Unaudited) 
Reconciliation of projected benefit obligation: 


Benefit obligation at January 1 .... 0... ee eee $143,158 $128,567 
SELVICECOSIS:s.0-20 od.ctee dni ianneed haw hehe bed teeta ibe bacedews 1,977 5,707 
INfePEStCOSES: sic, coe sdnarda aad a Sila dy dad wun, Apna ws ties ah ecaeotacaut mes hcacsee Rds 5,639 5,413 
Actuarial (gain) loss 2.2... 0... eee een eee eens (20,313) 6,560 
BENET E PAVIMSNIS 25 cesdes.coseceeeahacecdahale: aoe Aerie guns coed god) RaMeeg auc aaerpr ghana gale (4,427) (3,089) 
Projected benefit obligation at December 31 ..................... 126,034 143,158 
Reconciliation of fair value of plan assets: 
Fair value of plan assets at January 1 ........... 0.0.0.0... 00000000, 104,242 84,751 
Actual return on plan assets .... 2.2... 0. eee eee eee eee 5,785 9,480 
Employer contributions ....... 00... 0.2 eee eee eee 10,000 13,100 
Benefit payments: js sna scs hc anie eh ede ea ee dee Meena 2k ea (4,427) (3,089) 
Fair value of plan assets at December 31 ........................ 115,600 104,242 
Funded status (plan assets less than benefit obligation) ................ (10,434) (38,916) 
Unrecognized net actuarial losses .... 2.0.0... eee eee eee 13,399 37,941 
Net amount recognized 21.0.2... 0.0. c ccc ccc eens $ 2,965 $ (975) 


The accumulated benefit obligation was $120,287 at December 31, 2013 and $137,831 at December 31, 
2012. 


Components of funded pension expense consisted of the following: 


2013 2012 2011 
(Unaudited) (Unaudited) (Audited) 
SENVICECOSE: 3 ntes os wccee ote cath en aueedarnaetis ORie bana de $ 1,977 $ 5,707 $ 9,243 
InterestiCOSt ssa 4. lait eed eee ieee ach ashew wn wd woe eed 5,639 5,413 6,373 
Expected return on plan assets ...... 0.0.0... eee eee ee eee (3,721) (6,221) (5,427) 
Amortization of unrecognized net actuarial losses .......... 2,166 1,727 1,896 
Net periodic benefit cost .......... 000. c cee cece eee $ 6,061 $ 6,626 $ 12,085 


The actuarial assumptions used in the Company’s pension plan were as follows: 


2013 2012 2011 
(Unaudited (Unaudited) (Audited) 
Assumptions used to determine benefit obligations at 
December 31: 
IDISCOUNU TALE: 5440.52.56 He apatite teh eR ge AU he Ee 4.9% 4.0% 4.4% 


Rate of compensation increase ................. 0000008. 4.1% 4.2% 4.2% 


Assumptions used to determine net costs for years ended 
December 31: 


DiscOuntTate. ciceetuswedgeyeis wees fabdawabed daha 4.0% 4.4% 5.6% 
Expected return on plan assets ................ 0.000000, 3.5% 7.0% 7.0% 
Rate of compensation increase ................. 0000008. 4.1% 4.2% 4.2% 
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The assumptions used to determine net periodic benefit cost for each year were established at the end of each previous 
year while the assumptions used to determine benefit obligations were established at each year-end. The net periodic benefit 
cost and the actuarial present value of benefit obligations are based on actuarial assumptions that are reviewed on an annual 
basis. The discount rate is developed based on a portfolio of high-quality fixed-income investments that matches the maturity 
of the plan obligations. The overall expected return on plan assets is developed from the expected future returns for each asset 
category, weighted by the expected allocation of pension assets to that asset category. The Company engages an independent 
investment consultant to assist in the development of expected returns. 


The Company’s pension plan assets by category are as follows: 


2013 2012 
(Unaudited) (Unaudited) 
Asset category 


Equity S€Cunues: s-<03.0.25 inane brie wibonddoVeiva were a addy waa eagewles 28% 27% 
WEDE SCCUTIGISS Moet escastincysd eavieatenttecboieutau tensetn he cisads eviecossbyln Sore rh ctee tue dele Seihle teantaeks eyieaacteaee 72 73 
Votall inc dGc ani acataegeb tava dnt die dices beanie ee eeetee ed ta iawoades 100% 100% 


Target investment allocations are 73% debt securities and 27% equity securities. Asset allocations are rebalanced on a regular 
basis throughout the year to bring assets to within a 2-3% range of target levels. Target allocations take into account analyses 
performed by the Company’s pension consultant to optimize long-term risk/return relationships. All assets are highly liquid and 
may be readily adjusted to provide liquidity for current benefit payment requirements. 


For purposes of valuing pension investments, a hierarchy for the inputs is used to measure fair value based on the source 
of the input, which generally range from quoted prices for identical instruments in a principal trading market (Level 1) to 
estimates determined using related market data (Level 3). 


The following tables provide the fair value hierarchy of the financial assets of the qualified pension plan as of 
December 31, 2013 and 2012: 


Level 1 Level 2 Level 3 

December 31, 2013 (Unaudited) 

Cash and short-term investment funds ..................0000. $ — ¢ 1,396 $ — 
U.S.equities (GomeStic): sia cc eh nahacne gas cerdaecaeeye ds 26,674 —_— —_— 
International equities (non-U.S.) 2.1... eee 5,813 — —_— 
Fixed InCOmMe?s.2.5. etd 2 reach hea Nee ir aes a woe 81,720 _— —_ 

Total said dak he de bh Ge bbe ea Wee aA Mare ee HOS Lee $ 114,207. $ 1,396 $ —_— 

December 31, 2012 (Unaudited) 

Cash and short-term investment funds .................0.000- $ — §$ 144 $ — 
U.S. equities (domestic) .... 02... cece eee eee 22,934 — — 
International equities (non-U.S.) ... 0... eee 5,537 — — 
) Sib. <=16 lb 16,01 111 <1 enema a ee ae 75,627 — — 

Ot cess staxfusoes boatsrccnacs, ae hs aves eeaie aeavadie aunties: feeduauamite es nanan ged $ 104,098 $ 144 $ — 


Cash and short-term investment funds consist of cash on hand, which is invested in a short-term investment fund that 
provides for daily investments and redemptions and is valued and carried at a $1 net asset value (NAV) per fund share. 


Equities consist of registered mutual fund investments whose diversified holdings primarily include common stock securities 
issued by U.S. and non-U.S. corporations, respectively. Mutual fund shares are valued daily, with the NAV per fund share 
published at the close of each business day. These investments are classified as Level 1. 


Fixed income securities consist of registered mutual fund investments whose diversified holdings primarily include U.S. 
Treasury securities, corporate bonds and mortgage backed securities. 
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HOVENSA has budgeted contributions to its funded pension plan of approximately $13,000 in 2014. 


Estimated future pension benefit payments are as follows: 


DOUG: 6 vtcsa ees Gawsey eee weet eee aaa wate bead PGA w booed abe Sega $ 4,329 
DOWD g scacdipcelphaatiadstarduabeiste a Weata, dhuGua et bse ahebauebdapalatd. dels, aLisiua.ssval-a Baars Sececedeta, dueceuetardeyaplnaace ies 4,492 
2ONG so ticiecded hota geeis Phe ede eee beetle dh bate tesdendsbegeawsedaes 4,675 
QOUT, x sesin a sudedd adiay See eae eee Melek aap estake Madde Sediate Sigal ale gkndga deere Sec 4,860 
DONS gira vge aed ea eee awed Sakata ess eee eae alee hia odes Ghia bARe 5,120 
Nears 2019 TO 2023: x «pistes oeeles oc uncunve wtaduune Slaw « des, ie ag snate ts aScgue PRlare na laad bewlay ues 30,233 


The Company also maintains an unfunded post-retirement medical plan that provides health benefits to 
certain qualified retirees from ages 55 through 65. The projected benefit obligation for this plan was 
approximately $11,160 as of December 31, 2013 and $11,325 as of December 31, 2012. The decrease in the 
projected benefit obligation includes a change in actuarial assumptions to reflect the transition of the refinery to 
an oil storage terminal. This plan remains in place, but terminated employees will no longer earn service toward 
future benefits. 
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Certification required by Rule 13a-14(a) (17 CFR 240.13a-14(a)) or Rule 15d-14(a) (17 CFR 240.15d- 
14(a)). 

Certification required by Rule 13a-14(b) (17 CFR 240.13a-14(b)) or Rule 15d-14(b) (17 CFR 240.15d- 
14(b)) and Section 1350 of Chapter 63 of Title 18 of the United States Code (18 U.S.C. 1350). 


32(2) 


99(1) 


101(INS) 

101(SCH) 
101(CAL) 
101(LAB) 
101(PRE) 
101(DEF) 


Certification required by Rule 13a-14(b) (17 CFR 240.13a-14(b)) or Rule 15d-14(b) 
(17 CFR 240.15d-14(b)) and Section 1350 of Chapter 63 of Title 18 of the United States Code 
(18 U.S.C. 1350). 


Letter report of DeGolyer and MacNaughton, Independent Petroleum Engineering Consulting 
Firm, dated February 7, 2014, on proved reserves audit as of December 31, 2013 of certain 
properties attributable to Registrant. 


XBRL Instance Document 

XBRL Schema Document 

XBRL Calculation Linkbase Document 
XBRL Labels Linkbase Document 
XBRL Presentation Linkbase Document 
XBRL Definition Linkbase Document 


* — These exhibits relate to executive compensation plans and arrangements. 


Exhibit 21 


HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES 
SUBSIDIARIES OF THE REGISTRANT 


Name of Company _Surisdiction _ 
Hess Bakken Investments.01 L.L.Ce ech sctaiaigtis bb eG ace Agel debe eae d, dclla need Delaware 

Hess Bakken Investments [IV L.L.C. c.. ccc v ened wes haw eae eee ee eee ee Delaware 

Hess Capital Services: Corporation .:2.2.s:.s:gccg ee ee ieee gg ee eerie ee psi eases Pager es Delaware 

Hess Capital Services LC. cosh Geiae beni eed eho ee aeee et oGe be tadie ad tse Delaware 

Hess: Enerpy Exploration: Limited: .s.4.c2.05. gg pa ke cali ble phd ses ded ga legends ace ella, Gala ghaseeins Delaware 

Hess Equatorial Guinea Ine: . .cce. cece ieo ee beth edie a ea eee eee da eed tas Cayman Islands 
Hess Exploration & Production Holdings Limited .......... 0.0.0.0... 0. ee eee eee eee Delaware 

Hess (Ghana) Limited « j.1-2 cc cci cy bean ee nie bead Sweat ahde eb ae ead ene tase Cayman Islands 
Hess Gulf of Mexico: Ventares..L.15.C.. 22.5, cs :ss acne ae cece aus le tuacpllay gle uobes, Sab natle dats adres Delaware 

Hess International Holdings Corporation ........... 0.0... c eee eens Delaware 

Hess International Holdings Limited ............ 0.0... eee cece eee Cayman Islands 
Hess (Netherlands) Oil & Gas Holdings C.V. 2... cette eens The Netherlands 
Hess: NOrge AS eis big cat ad lee pape cliched dpe ata Rea a ae dapat dues Uh ebubidy lmsciacdo ded aaah de MGllgnectls Norway 

Hess Oul:and Gas. Holdings Ine: 20. se. gc5 ee eee ed ee ee ceeds dae ees ee Cayman Islands 
Hess Upstream. North Dakota Ines .iscis.siade earns cele agigud spied pa qau ead ee gdewe sane O's Delaware 

Hess West Africa Holdings Limited ....... 2.0.0... 0.0 Cayman Islands 
Samata Holdings Limited 0 case eae haa ne eeiee Vee se Ye oe vee Medio moda swede Fa glee ee Cayman Islands 


Other subsidiaries (names omitted because such unnamed subsidiaries, considered in the aggregate as a single 
subsidiary, would not constitute a significant subsidiary). 


Each of the foregoing subsidiaries conducts business under the name listed, and is 100% owned by the 
Registrant. 


Exhibit 23(1) 
Consent of Independent Registered Public Accounting Firm 


We consent to the incorporation by reference in the following Registration Statements: 


(1) Registration Statement (Form S-8 No. 333-43569) pertaining to the Hess Corporation Employees’ 
Savings Plan, 


(2) Registration Statement (Form S-8 No. 333-94851) pertaining to the Hess Corporation Amended and 
Restated 1995 Long-term Incentive Plan, 


(3) Registration Statement (Form S-8 No. 333-115844) pertaining to the Hess Corporation Second 
Amended and Restated 1995 Long-term Incentive Plan, 


(4) Registration Statement (Form S-8 No. 333-150992) pertaining to the Hess Corporation 2008 Long- 
term Incentive Plan, 


(5) Registration Statement (Form S-8 No. 333-167076) pertaining to the Hess Corporation 2008 Long- 
term Incentive Plan, 


(6) Registration Statement (Form S-8 No. 333-181704) pertaining to the Hess Corporation 2008 Long- 
term Incentive Plan, and 


(7) Registration Statement (Form S-3 No. 333-179744) of Hess Corporation; 


of our reports dated February 28, 2014, with respect to the consolidated financial statements and schedule of 
Hess Corporation and consolidated subsidiaries and the effectiveness of internal control over financial reporting 
of Hess Corporation and our report dated February 27, 2012 with respect to the statements of operations, 
comprehensive income (loss) and (accumulated deficit) retained earnings, and cash flows of HOVENSA L.L.C., 
for the year ended December 31, 2011, included in this Annual Report (Form 10-K) for the year ended 
December 31, 2013. 


Bret ¥ LLP 


New York, New York 
February 28, 2014 


Exhibit 23(2) 


DEGOLYER AND MACNAUGHTON 
5001 SPRING VALLEY ROAD 
SUITE 800 EAST 
DALLAS, TEXAS 75244 


February 28, 2014 


Hess Corporation 
1185 Avenue of the Americas 
New York, New York 10036 


Ladies and Gentlemen: 


We hereby consent to the use of the name DeGolyer and MacNaughton, to references to DeGolyer and 
MacNaughton as an independent petroleum engineering consulting firm, to references to our third party letter 
report dated February 7, 2014, containing our opinion on the proved reserves attributable to certain properties 
owned by Hess Corporation, as of December 31, 2013, (our “Report’’), under the heading “Oil and Gas Reserves- 
Reserves Audit,” and to the inclusion of our Report as an exhibit in Hess Corporation’s Annual Report on Form 
10-K for the year ended December 31, 2013. We also consent to all such references, including under the heading 
“Experts,” and to the incorporation by reference of our Report in the Registration Statements filed by Hess 
Corporation on Form S-3 (No. 333-179744) and Form S-8 (No. 333-43569, No. 333-94851, No. 333-115844, 
No. 333-150992, No. 333-167076, and No. 333-181704). 


Very truly yours, 


Ly A ps el Mac Iosegl— 


DEGOLYER AND MACNAUGHTON 
Texas Registered Engineering Firm F-716 


Exhibit 31(1) 


I, John B. Hess, certify that: 
1. [have reviewed this annual report on Form 10-K of Hess Corporation; 


2. Based on my knowledge, this annual report does not contain any untrue statement of a material fact or omit 
to state a material fact necessary to make the statements made, in light of the circumstances under which such 
statements were made, not misleading with respect to the period covered by this report; 


3. Based on my knowledge, the financial statements, and other financial information included in this report, 
fairly present in all material respects the financial condition, results of operations and cash flows of the registrant 
as of, and for, the periods presented in this report; 


4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure 
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over 
financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have: 


(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to 
be designed under our supervision, to ensure that material information relating to the registrant, including its 
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in 
which this report is being prepared; 


(b) Designed such internal control over financial reporting, or caused such internal control over financial 
reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of 
financial reporting and the preparation of financial statements for external purposes in accordance with 
generally accepted accounting principles; 


(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this 
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the 
period covered by this report based on such evaluation; and 


(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that 
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an 
annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal 
control over financial reporting; and 


5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of 
internal control over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s 
Board of directors (or persons performing the equivalent functions): 


(a) All significant deficiencies and material weaknesses in the design or operation of internal control over 
financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, 
summarize and report financial information; and 


(b) Any fraud, whether or not material, that involves management or other employees who have a 


significant role in the registrant’s internal control over financial reporting. 
John B. Hess 


Chief Executive Officer 


By 


Date: February 28, 2014 


Exhibit 31(2) 


I, John P. Rielly, certify that: 
1. [have reviewed this annual report on Form 10-K of Hess Corporation; 


2. Based on my knowledge, this annual report does not contain any untrue statement of a material fact or omit 
to state a material fact necessary to make the statements made, in light of the circumstances under which such 
statements were made, not misleading with respect to the period covered by this report; 


3. Based on my knowledge, the financial statements, and other financial information included in this report, 
fairly present in all material respects the financial condition, results of operations and cash flows of the registrant 
as of, and for, the periods presented in this report; 


4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure 
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over 
financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have: 


(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to 
be designed under our supervision, to ensure that material information relating to the registrant, including its 
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in 
which this report is being prepared; 


(b) Designed such internal control over financial reporting, or caused such internal control over financial 
reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of 
financial reporting and the preparation of financial statements for external purposes in accordance with 
generally accepted accounting principles; 


(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this 
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the 
period covered by this report based on such evaluation; and 


(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that 
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an 
annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal 
control over financial reporting; and 


5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of 
internal control over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s 
Board of directors (or persons performing the equivalent functions): 


(a) All significant deficiencies and material weaknesses in the design or operation of internal control over 
financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, 
summarize and report financial information; and 


(b) Any fraud, whether or not material, that involves management or other employees who have a 
significant role in the registrant’s internal control over financial reporting. 


Vola 


John P. Rielly 
Senior Vice President and 
Chief Financial Officer 


Date: February 28, 2014 


Exhibit 32(1) 


CERTIFICATION PURSUANT TO 


18 U.S.C. SECTION 1350, 
AS ADOPTED PURSUANT TO 
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 


In connection with the Annual Report of Hess Corporation (the Corporation) on Form 10-K for the period 
ending December 31, 2013 as filed with the Securities and Exchange Commission on the date hereof (the 
Report), I, John B. Hess, Chief Executive Officer of the Corporation, certify, pursuant to 18 U.S.C. Section 1350, 
as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that: 


(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities 
Exchange Act of 1934, as amended; and 


(2) The information contained in the Report fairly presents, in all material respects, the financial 


condition and results of operations of the Corporation. 
; ~ 


John B. Hess 
Chief Executive Officer 


Date: February 28, 2014 


Exhibit 32(2) 


CERTIFICATION PURSUANT TO 


18 U.S.C. SECTION 1350, 
AS ADOPTED PURSUANT TO 
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 


In connection with the Annual Report of Hess Corporation (the Corporation) on Form 10-K for the period 
ending December 31, 2013 as filed with the Securities and Exchange Commission on the date hereof (the 
Report), I, John P. Rielly, Senior Vice President and Chief Financial Officer of the Corporation, certify, pursuant 
to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that: 


(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities 
Exchange Act of 1934, as amended; and 


(2) The information contained in the Report fairly presents, in all material respects, the financial 
condition and results of operations of the Corporation. 


pine 


John P. Rielly 
Senior Vice President and 
Chief Financial Officer 


Date: February 28, 2014 


Common Stock 


Listed New York Stock Exchange (ticker symbol: HES) 


Transfer Agent and Registrar 
Computershare 

P.O. Box 30170 

College Station, TX 77845-3170 
Telephone: 866-208-6215 


For Overnight Inquiries: 
Computershare 

211 Quality Circle, Suite 210 
College Station TX 77842 


Shareholder website: 
www.computershare.com/investor 


Shareholder online inquiries: 
https://www-us.computershare.com/investor/contact 


Documents Available 

Copies of the Corporation’s 2013 Annual Report on 
Form 10-K, Quarterly Reports on Form 10-Q, Current 
Reports on Form 8-K and its annual proxy statement 
filed with the Securities and Exchange Commission, as 
well as the Corporation’s Code of Business Conduct 
and Ethics, its Corporate Governance Guidelines, and 
charters of the Audit Committee, Compensation and 
Management Development Committee and Corporate 
Governance and Nominating Committee of the Board 
of Directors, are available, without charge, on our Web 
site listed below or upon written request to the 
Corporate Secretary, Hess Corporation, 1185 Avenue 
of the Americas, New York, New York 10036. 

e-mail: corporatesecretary@hess.com 
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The Corporation has also filed with the New York 
Stock Exchange (“NYSE”) its annual certification that 
the Corporation’s chief executive officer is not aware 
of any violation of the NYSE’s corporate governance 
standards. The Corporation has also filed with the 
SEC the certifications of its chief executive officer and 
chief financial officer required under SEC Rule 
13a-14(a) as exhibits to its 2013 Form 10-K. 


Annual Meeting 


The Annual Meeting of Shareholders will be held on 
Thursday, May 7, 2014. 


Dividend Reinvestment Plan 


Information concerning the Dividend Reinvestment 
Plan available to holders of Hess Corporation 
common stock may be obtained by writing to 
Computershare, Dividend Reinvestment Department, 
P.O. Box 43006, Providence, RI 02940-3006, or 

by calling 1-866-203-6215 


Hess Web site 
www.hess.com 


The Hess Annual Report cover and editorial sections are printed on recycled paper made from 
fiber sourced from well-managed forests and other controlled wood sources and is independently 
certified to the Forest Stewardship Council™ (FSC®) standards. 


HESS 


1185 Avenue of the Americas 
New York, New York 10036 


www.hess.com 


